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“Wake America!” 


By Mark H. Hubbell, of Buffalo Truth—24 pages.............220020000 
(Special Quantity Prices on 500, 5,000 and 25,000 lots) 


This little booklet contains some shocking information—specific remind- 
ers and warnings of the “morning after” results of our governmental 
spending sprees of the recent past. There never was an emergency and 
there never will be an emergency that can justify building up the biggest 
political spoils system in human history at the expense of mortgaging 
present private property and future income for generations to come. 
It’s time to call a halt—NOW! Read “Wake Up America,” also the two 
books described below. Send $1.00 for 20 copies to mail to friends and 
Senators and Congressmen. 


“THE NEW DILEMMA” 
A New Name for the New Deal 


$2.00 
(Head of Babson Institute—Editor of Babson’s Reports) 


Amateur statesmanship! Unqualified bu- 
reaucracy! Reckless governmental spending! 
Reduction of dividends! Experiments which 


retard rather than enhance business recovery! 


If Babson is wrong in these conclusions it’s worth $2.00 to read “The 
New Dilemma” and find out. If Babson is right, it’s worth many times 
$2.00 to every investor to read his latest book on the New Deal and 
find out how to meet a “raw deal” later on, when the piper has to be 
paid, if anybody has any money left. Even when debts are repudiated, 
somebody pays. 


“GOVERNMENT EXPERIMENTATION 
IN BUSINESS” 

) 


(Formerly Professor of Economics at Harvard) 


Warren M. Persons, Consulting Economist, and formerly Professor of 
Economics at Harvard University, has dug up and looked into the records 
of government’s business experience and experiments and their recital 
makes one continuous and tragic story of blundering, inefficiency, and 
failure. The colossal waste and scandals, from these earliest ventures 
of our new republic right down to the beginning of the New Deal, 
should be studied by every thoughtful investor, every burdened tax- 
payer, every sober-minded business man in Dr. Persons’ readable new 
book, entitled “Government Experimentation in Business.” 


Read both of these books—then send them to your Congressman. 


“‘LABOR’S FIGHT FOR POWER” 


You may disagree with many of the conclusions of the author, but the 
book will set you to thinking. You will have to admit that here is one 
of the most important books on the relations of capital and labor and 
the New Deal which is likely to be written for a generation or so. 
There’s a vital connection between these frank analytical discussions 
and the future of every dollar of your invested surplus. Price $2.00 
postpaid. 


Book Buyers in New York City add 2 per cent for New York City Sales Tax. 


We Supply Any Book You Want. Send Your Check or Money Order With 
All Book Orders to: 


FINANCIAL BOOK SERVICE 
GUENTHER PUBLISHING CORPORATION 


53 Park Place, New York, N. Y. 
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GREEN BAY & WESTERN R.R. has a 
bond issue outstanding which ranks 
after the road’s common stock. 


YUKON GOLD’S business is the min- 
ing of tin, largely in Asia. It mines 
no gold. 

EUROPEAN & NORTH AMERICAN 
RAILWAY, so ambitiously named, com- 
prises a 126-mile line, situated entirely 
within the State of Maine. 

COMMERCIAL SOLVENTS carries on 
its balance sheet at a valuation of $1, 
property which cost the company more 
than $5 millions. 

ST. LOUIS-SAN FRANCISCO RY. does 
not come within 1,300 miles of San 
Francisco, California. 

ADAMS EXPRESS has not been in the 
express business since 1918. 

MARKET STREET RYS. keeps its books 
so that it has shown neither a loss nor 
a profit for several years. 

AMERICAN HAWAII STEAMSHIP does 
not run to Hawaii. 

PENNSYLVANIA SALT is a chemical 
company, which owns a railroad in 
Michigan, a coal company and two 
utility companies. 

BENDIX AVIATION’S business is 85 
per cent in fields outside of aviation. 

DELAWARE, LACKAWANNA & WEST- 
ERN is the only important railroad in 
the country which has no parent com- 
pany bonded debt. 

GOLD DUST’S products include pic- 
kles and shoe polish. 

AMERICAN EUROPEAN SECURITIES’ 
holdings include only one foreign com- 
pany—all others are American cor- 
porations. 

MANHATTAN RAILWAYS’ treasury 
is in such condition that directors pay 
postage and costs of legal advertising 
out of their own pockets. For his 
services as president, N. L. Amster 
recently received a vote of thanks from 
stockholders—no salary. 

AMERICAN CAN’S annual deprecia- 
tion charge is $2 millions flat—year in 
and year out, regardless of earnings or 
property account. 

PENNSYLVANIA RAILROAD has not 
had a gold piece problem. The com- 
pany doesn’t pay per diems for at- 
tendance at directors meetings. 

PHILADELPHIA COMPANY’S prop- 
erties are located entirely in and 
around Pittsburgh. 

HONOLULU OIL is engaged in crude 
oil production in California, Texas and 
some of the mountain states. No 
property or business in the Hawaiian 
Islands. 

NATIONAL TRANSIT does not 
operate street railway or interurban 
ears or trains, but is an oil pipe 
line and manufacturing company. 

ISLAND CREEK COAL’S preferred 
stock is entitled to an annual dividend 
of 600 per cent of its par value. 

AMERADA CORPORATION carries at 
only $1, contingent receivables of $5.4 
millions due from such important (and 
solvent) corporations as Union Oil of 
California and Stanolind Oil & Gas. 
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MILLIONS 


uncertainty continues to take prece- 
dence, as a stock market influence, over the gratify- 
ing showing that the trade figures have been making. 
The new Congress has not yet been in session long 
enough to permit reasonably accurate appraisal of its 
probable action in several important respects, and added 
thereto is the suspense created by the impending de- 
cision on the gold clause cases. The Supreme Court is 
now in recess, and February 4 seems to be the first 
possible date at which it can hand down its opinion. 

Divergent trends among the various stock groups 
have continued. General interest, as well as most of the 
action, has been centered in groups other than the utili- 
ties and rails. This is a situation which has apparently 
confused some schools of thought on technical market 
action, particularly those which attach great importance 
to “confirmation” (or lack of it) by the rail and in- 
dustrial groups. The basis for the theory was sound 
when it was conceived, but conditions have radically 
changed in recent years, and it seems quite evident that 
the country can have industrial companies prospering 
at the same time that the railroads as a whole are 
making little or no money. And of course current and 


USINESS: Some lack of uniformity has been 

creeping into recent trade reports, although the 
actual figures continue to show an upward trend. The 
comparatively high level of retail sales apparently is 
being maintained, but competent observers in some 
quarters seem inclined to question whether further 
gains from this point are in immediate prospect. In in- 
dustrial activity, there seems to have been little or no 
let-up in the rate of progress despite the existence of 
several important factors of uncertainty such as the 
pending decision on the gold clause. However, the fact 
that there are indications of coming labor problems in 
some of the important industries suggests that the pres- 
ent high rate of activity in the lines which may be 
affected may, in at least some measure, be a result of 
a desire to accumulate inventories as insurance against 
strikes. The same situation, of course, prevailed about 
a year ago and was followed by a comparatively pre- 
cipitate decline in output upon settlement of the issues 
involved. An encouraging aspect of the present time 
is that a solution to the impending labor problems 
should be much more quickly arrived at than was the 
case a year ago. 


The Trend Things 


prospective profits are the determining influences in 
setting prices for groups as well as individual stocks. 

There has been no change in the prospect for con- 
tinued low money rates, and the probability of greatly 
increased volumes of new security offerings in the near 
future seems comparatively remote. The outlook for 
strictly investment securities—bonds, preferred stocks 
and the best grade of commons—thus remains favorably 
defined. Taking the common stock classification as a 
whole, there seems no reason for altering the opinion 
that selected industrials occupy the best position at the 
present time, with the shares of companies operating in 
the capital goods fields possessing better than average 
speculative possibilities for retention during the coming 
year or so. Relaxation of political persecution of the 
utilities would radically improve the prospects for that 
group, but no such development seems yet to be on the 
horizon. The position of the rail shares will be sub- 
stantially bettered if, as the Administration has in- 
dicated as being one of its wishes, all competing forms 
of transportation are brought under unified Federal 
regulation. The progress of any such bill in Congress 
should be watched carefully. 


Of course, few are the times when the path ahead 
of business appears to be entirely free from obstacles, 
and those which may now lie ahead are by no means 
insurmountable. Given a gold clause decision which 
is not unsettling to business, early passing of labor 
uncertainties and nothing significantly detrimental in 
the way of new legislation, there appears no reason 
now for not expecting further material progress during 
the year. 


SOCIAL SECURITY: If the expected social security 
legislation closely follows the lines of the Administra- 
tion’s recommendations, the burden on business will not 
be particularly heavy. The payroll tax of one per cent 
proposed to be levied next year by no means indicates 
an increase of one per cent in total operating costs for 
industry. In numerous lines wages constitute a rela- 
tively minor proportion of total costs, although there 
naturally is no uniformity among the various indus- 
tries. According to figures from the Bureau of the 
Census, the ratio of wages to total operating costs 
ranges from around 44 per cent for copper and lead 
smelting up to about 69 per cent for motion pictures. 
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Ratios for some of the otfer more important classi- 
fications are: chemicals, 17.3 per cent; cotton goods, 
35.3 per cent; electrical equipment, 37.7 per cent; motor 
vehicles, 32.4 per cent; steel, 28.8 per cent; tobacco (all 
types), 15.6 per cent; meat packing, 6.8 per cent; food 
and kindred products, 11.7 per cent. Of course, the 
proposed tax would not become effective until next 
year, and thus there will be no effect on 1935 earnings. 
It is hoped that by 1936 business will have shown suf- 
ficient further expansion so that the added costs will 
constitute a negligible factor, and from a longer term 
viewpoint it should be remembered that it is the ulti- 
mate consumer who invariably becomes the actual payer 
of such imposts. 


CREDIT: Latest Federal Reserve member bank 
statement (that for January 16) shows a substantial 
increase in total loans and investments, after three con- 
secutive declines in that account. The gain, however, 
reflects security transactions rather than any sudden 
increase in credit demand from business. Loans on 
securities increased $45 millions, and the banks pur- 
chased $53 millions in Governments and government 
guaranteed obligations. Acceptances and commercial 
paper dipped $4 millions and “other” loans were down 
$13 millions. The detailed figures disclose the fact 
that, although the interior banks were selling, the New 
York members purchased $29 millions of “other secur- 
ities,” i.e., securities other than Governments. Although 
the cost of money for some time has been at unprece- 
dentedly low levels, there has yet been little disposition 
on the part of business to take advantage of the situa- 
tion. Any sustained upward trend in the capital goods 
industries would doubtless usher in a period of expand- 
ing use of bank credit, and accelerate the credit infla- 
tion which appears to be so clearly indicated. 


CHAIN STORES: At the close of 1934 some 17 
states had “anti-chain” store taxes, and a recent devel- 
opment suggests that the movement is destined to go 
even further during the coming year or so. That the 
states have the power to limit the size of business con- 
cerns “in the public interest” is a principle upheld in 
the Supreme Court’s decision of two weeks ago in the 
West Virginia case, and, thus encouraged, additional 
states may be expected to enact similar legislation. So 
far, anti-chain sentiment has been largely confined to 
the southern and mid-western sections of the country, 
and most of the more than a dozen new bills coming 
up this year also emanate from those portions. Thus 
the shares of chain store companies which operate 
wholly or largely in such sections continue to lose ap- 
peal for the average investor. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffic. 
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BEHIND 


TICKER 


HE technical position of the market immediately 

following the recess of the Supreme Court was 
rather impressive to the Street. Admittedly, the fail. 
ure of a decision to be handed down was disappointing, 
and bearishness increased. But support orders in 
pivotal stocks and the strength in the electrical equip. 
ments and a few specialities kept the market on an 
even keel and pretty much of a stalemate resulted. 


Investment selling last week was, however, rather 
large and over a broad front. One of the larger trusts 
eased out stocks on minor rallies, and several investment 
counsel advised lightening holdings. The liquidation 
was not aggressive because of the thin market, but 
some rather large holdings were distributed in the 
aggregate. Professionals also turned mildly bearish 
although there was no important increase in the short 
interest and, for the most part, positions were main- 
tained. 


The chief outlet of speculative enthusiasm remains 
in the preferred group and some of the more aggressive 
traders have acquired substantial profits from their 
operations. The basis for these activities is mainly 
in the small floating supply of stock. The operator 
first buys most of the stock currently offered and 
quietly investigates the market situation for additional 
blocks. It is generally found that all the stock for 
sale within a range of five points or so constitutes 
pressing liquidation and that if the book can be closed 
up to the higher offering levels, there will be clear 
sailing ahead. The initial stages of the jiggle are ac- 
complished with a minimum of disturbance; the stock 
is churned around quietly to suggest liquidation and 
to bring out weak holdings. Then comes the blow-off 
attended by a wide movement and increased activity. 
The rest is easy; for it is a relatively simple matter 
these days to start a rumor about possible constructive 
dividend action. The public rushes in; the trading 
position supplies the stock on a scale; and the play 
turns to another situation. 


Apart from these operations in preferred issues, pro- 
fessional trading is at a low ebb. There has been some 
support for special issues over the past week. Positions 
in the heavy industry stocks and the aircrafts are be- 
lieved intact and there has been some good new buying 
in the latter group. Here and there specialities are 
also receiving attention. The operator who was largely 
responsible for the move in Evans Products last year 
is currently interested in Mullins Manufacturing, and 
has already accumulated a sizable position. Texas Pa- 
cific Land Trust is another speculative favorite in 
certain quarters. Most of the selling orders have been 
swallowed by the “book” and one of the wire houses, 
which has not escaped the attention of floor traders. 
Buying in the steels has diminished somewhat, but no 
substantial profit-taking has as yet developed. Interest 
in commodities is dormant, but advice is current to 
switch from cottonseed oil into cocoa, and rubber is also 
liked for the pull. Both wheat and cotton have their 
friends, but possible commodity exchange regulation is 
not conducive to speculation in even the more distant 
positions because trade requirements are unlikely to 
prevent a declining price trend should adverse legisla- 
tion be enacted. 


THE FINANCIAL WORLD 


cr 


> 
bd 
TH 
a 
| st 
hé 
| th 
: 
dt 
Ww 
it 
hi 
de 
of 
: 100 
| 
| 
I 


5 On Guard! Public Utility Investors 


Over-zealous plans of government officials to establish 
“yardstick” rates threaten investment values; public 
also must beware of the deflationary implications 


N the days when King Arthur 

ruled the round-table with a 
strong arm and a pretty wit, knights 
had a simple way of settling prin- 
ciples of right or wrong. If two of 
them had a dispute, on would go 
their armor, out would come their 
horses, and to battle they would go. 
The knight they carried off the field 
was wrong. 

It was a quick, forthright proce- 
dure. Might made right and that 
was all there was to it. But for all 
its efficacy, it is hardly a modern 
method. Yet, government officials, 
armed with the seemingly inex- 
haustible might of Federal funds, 
seem bent on determining such 
highly ethical and complicated ques- 
tions of public utility rates in exactly 
that fashion. 

Apparently, the means justifies the 
end. If a large city or a small 
municipality wants a public utility 
to cut rates, it goes to the Federal 
government, asks for funds to set 
up a competing plant. The utility 
really has no choice, regardless of 
the merits of the question. It just 
doesn’t make sense. 


“Investors Be Damned” 


Both utility managements and 
public officials have the same func- 
tion. They are charged with the 
responsibility of serving the public. 
The utility company is presumed to 
provide gas, electricity and other 
services at the lowest rates con- 
sistent with their operating costs 
and a fair return on invested funds. 
The public official is supposed to see 
that the rates charged are fair to the 
citizenry and at the same time are 
fair to the investors. But, in re- 
cent months, public officials have 
taken an‘ “Investors be Damned” at- 
titude. 

It is proposed that the Federal 
Government shall lend money helter 
skelter to municipalities to erect 
their own electric plants to compete 
with private enterprises, duly en- 
franchised for the purpose of pro- 
viding the services. That such a 
procedure is tantamount to confisca- 
tion is not even considered. The 
Government wants a yardstick for 
measurement; that that yardstick is 
undersized in measuring government 
rates and oversized in measuring 
private company rates in four par- 
ticulars does not seem to matter. 

First: Government plants pay no 
taxes; private plants do. There is 
that advantage in establishing rates. 

Second: Government plants are 
modern. Newly constructed, they 
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assimilate all the advantages of 
years of toilsome, expensive experi- 
mentation and effort on the part of 
private capital. Naturally, their 
rates ought to be lower. 

Third: Government plants are 
erected with Federal money. The 
cost of that money is less than if 
borrowed by private interests. 

Fourth: Public funds which do 
not go into the cost of government 
utility projects contribute to the 
cheapness of production which gov- 
ernment plants may attain. (For 
example, when an extensive hydro- 
electric plant is served by water 
power procured from a government- 
built dam, the actual cost of elec- 
tricity is hidden in a skein of un- 
allocated expenditure.) 

Thus, there is really no yardstick 
at all, but a crooked bludgeon to beat 
public utilities into line. 

There is a dual responsibility. 
This high-handed governmental pro- 
cedure affects not only investors in 
public utility companies, but also the 
citizens of the cities, counties, mu- 
nicipalities and townships involved. 
Neither investors nor the public will 
reap benefit. Government plants 
side by side with private plants 
would slash rates. And presumably 
Mrs. Jones and Mrs. Smith who pay 
the bills for electric rates will pay 
lower bills. On the surface, the 
public is the gainer. But probably, 
in the long run, the public will be 
the loser. 

Government agencies will collect 
less and less in taxes from private 
utility plants. Private earnings will 
drop, hence receipts from income 
taxes will fall. Private plants will 
diminish in value. Real estate taxes, 
accordingly, will decline. And in the 
end, taxation of the great body of 
citizens will increase. The taxation 
may be hidden, in the cost of a loaf 
of bread, or in rent, or in clothing; 
but it will be there. 

Already, there have been count- 


less examples of voluntary rate re- 
ductions on the part of public utility 
companies. In New Orleans, for in- 
stance, New Orleans Public Service 
is charging rates which do not net 
the company the investment return 
permitted under its franchise. In 
New York, the Consolidated Gas 
Company has offered to meet Mayor 
La Guardia much more than half 
way in arriving at lower rates for 
household electricity. Yet, notwith- 
standing these manifestations of in- 
tention, public officials continue to 
threaten wanton, uneconomic com- 
petition to attain superficial aims. 
The policy will result in perpetuation 
of the decline in investment values. 
It will be deflationary, not infla- 
tionary. Moreover, it does not fol- 
low that the cost of service will de- 
cline. More probably the real cost 
of service will rise. 

Even though the net price per 
kilowatt-hour of electricity is lower 
on the monthly bill, the long range 
cost per kilowatt-hour, taking into 
account the waste of national re- 
sources, will be higher. And therein 
is a point of focus for utility in- 
vestors and private citizens alike. 


Lower Rates—Higher Taxes? 


It is all very well for public 
officials to spend money on social 
projects, but when such expenditures 
exude into duplicate effort and un- 
necessary debt, it is time to call a 
halt. Thus, investors must be on 
guard against their elected public 
officials, lest short-run savings re- 
solve themselves into long-run losses. 
And, likewise, the general public 
has the same responsibility. Al- 
though utility investors are directly 
concerned with depreciation of their 
assets, citizens as a whole are con- 
cerned with potential depreciation 
of their earning power. Clearly, if 
governmental agencies go into debt 
on uneconomic projects, then the 
service of that debt will come out of 
the earning power of the population 
as a whole. Taxes will rise, in- 
evitably. 
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“Cats and Dogs for Sale”— 


A Feature of Recent Markets 


- The revival of activity in many low priced speculative 
issues directs attention to the risks involved in indis- 
criminate buying of this class of stocks. 


NE of the features of recent 
market activity has been the in- 
creased trading in low priced spec- 
ulative issues which, in the patois 
of the Street, are generally referred 
to as the “cats and dogs.” There is 
nothing particularly unusual about 
these sudden bursts of mobility in 
the rubbish-stock group. In some 
instances new developments warrant 
a higher appraisal of the equity 
position of the stock or, perhaps, 
there occurs a technical rebound in 
price from an over-sold condition. 
But in a substantial majority of the 
cases the element of speculation car- 
ries the issue to levels not justified 
by facts and when the day of reckon- 
ing arrives—as it always does—it is 
the small trader who is left “holding 
the bag.” 
How much of a part manipulation 
plays in generating interest in spec- 


ulative stocks is subject to conten-_ 


tion; certainly it is ofttimes of al- 
most exclusive significance—and the 
cards are stacked against the out- 
sider. Quite probably many sharp 
practices have been effectively pre- 
vented by regulation of the ex- 
changes, but the irresponsible opera- 
tor has found it possible to adjust his 
methods to the newer conditions and 
he is, apparently, meeting with as 
much success as in former days. 


Profit Possibilities Limited 


The average investor in buying 
into some of these exploited situa- 
tions usually fails to realize how 
small his chances of profitable opera- 
tions are. The basis for his purchase 
is usually of short term nature, al- 
ways a dangerous policy even for 
professional traders who have made 
a diligent study of minor stock 
moves. He generally realizes that 
the stock is being touted for some 
vague reason or another, but he 
hopes to eke out a profit on the 
swing. The group operating in the 
stock, however, usually is not group- 


ing blindly; they are familiar with 


every large block of stock and know 
approximately when it will come on 
the market; they may be trading 
against options which guarantee 
them against losses should the mar- 
ket turn against them or should they 
fail to effect a distribution of their 
holdings to the public; they also 
know the merger worth of the stock 
and other pertinent facts which are 
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not available to the average specu- 
lator and uninformed investor. 

It is, of course, idle to assume that 
there can be any inflexible basis for 
determining the relative value of all 
stocks which represent ownership in 
companies in a weakened position. 
Past operating records, the future 
outlook for the industry, and other 
essential information are helpful in 
formulating an investment opinion; 
but there exist so many imponder- 
ables in most situations that it is 
impossible to arrive at any final con- 
clusion. One group of issues which 
have been widely exploited in recent 
months includes McLellan Stores, 
McCrory Stores, National Depart- 
ment Stores and United Stores. 
According to rumors these companies 
are to be merged under the holding 
company direction of the latter unit, 


United Stores. Without doubt most 
of the activity in the stocks can be 
traced to accumulation by the spon- 
sors of the combine. Yet even on 
the theory that the landlords holding 
leases on properties operated by 
these companies are going to con- 
tinue to be munificent and will 
waive claims to accumulations, and 
assuming that certain operating 
efficiencies are possible through a 
merger, at current prices the stocks 
are amply discounting the most 
optimistic earnings prospects for 
some years to come. 

There are other issues which are 
receiving “special” attention includ- 
ing Kelly Springfield, which is sup- 
posed to be a merger prospect after 
the reorganization, Hupp Motors, 
with a new president but the old 
chairman of the board, American-La 
France which has had hard going, 
and City Stores, which seems a 
species of hardy perennial. Some of 
these issues may eventually justify 
current market quotations—given a 
favorable business picture—but it 
would appear that the average in- 
vestor could well confine his market 
holdings to situations which offer a 
more clearly defined outlook, since 
the risks attendant with the ex- 
ploited issues are more of the nature 
of a gamble at the present time. 


4 American Cyanamid — 


A Well-Rounded Chemical Unit 


Development of new sources of revenue during the 
past few years promises more stable earnings for 
American Cyanamid in the future as well as the 
possibility of profits expansion in certain divisions. 


HE record of growth shown by 

American Cyanamid in the past 
six years constitutes one of the in- 
dustrial romances of American busi- 
ness, Originally a manufacturer of 
cyanamid for fertilizers and cyanides 
used in mining operations, the com- 
pany found itself in 1929 in need 
of developing new sources of income 
because of reduced agricultural pur- 
chasing power and declining mining 
operations. In the expansion which 
subsequently developed, companies of 
like activities were acquired and the 
program of consolidating efforts has 
been carried through for the past 
five years. 

At present the company produces 
approximately 150 important prod- 
ucts designed for mining, industrial 
and chemical use. Activities may be 
roughly classified into several groups: 
(1) fertilizer, mining chemicals, syn- 
thetic plastics, including “beetle- 
ware”; (2) heavy chemicals, gypsum, 
reinforced wall partitions; (3) or- 
ganic chemicals, dyestuffs, pharma- 
ceuticals; (4) engineering and con- 
struction; and (5) biological products 


(Lederle Laboratory) and surgical 
sutures (Davis & Geck). Recently 
the first of several alkali plants, 
owned jointly by Cyanamid and 
Pittsburg Plate Glass, was opened 
at Corpus Christi to supply caustic 
soda, soda ash and a number of 
other alkalis to industrial consumers 
in the South. 

The combination of fertilizer pro- 
duction with a general chemical in- 
dustry is, of course, logical and 
makes for the more efficient opera- 
tion of both. The addition of other 
pharmaceuticals rounded out lines in 
dealing with a specialized list of 
customers and coordinated the con- 
struction and engineering divisions in 
designing and building plants for the 
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recovery of heavy acids and concen- e ° 
* tration of spent acids thus complet- An Analytical Basis for 
: ing the inter-relation of products. 
In an enterprise producing a 
Y— varied line of products, earnings re- Se ecting Stoc S 
pe flect changes in general business 
ill conditions but the improvement in 
nd F 1983 when $2.5 millions net was PART II 
18 — shown—an increase of $2.1 millions 
af over 1982—partly demonstrates the Economic and political developments over the past two 
Ks | benefits from the expansion pro- years have exercised an important influence upon the 
st f gram. It is expected that earnings groupings described in the first article of this series. 
or applicable to the 2,520,373 shares 
class HE largest single group is that stocks of important heavy industries 
99 of the business cycle stocks. The appear to offer greater long term 
oll cult of th 8 membership in this group is rela- possibilities for substantial gains in 
4 rials e h 1er - ear, despite the tively stable. One important subdivi- terms of per cent of current market 
. act that the textile strike reduced gion, the “inventory stocks,” has been _ price. 
's, f sales of dyes and textile chemicals egpecjally prominent in the markets The classifications by industry as 
Id in _the third quarter. The non- of the past two years. These are presented in the accompanying tabu- 
La f voting class B stock—of which there stocks of companies whose annual lation cannot be regarded as _per- 
ig, are approximately 2,424,430 shares earnings statements are very largely manent. Most of the stocks in group 
a} outstanding—is currently quoted on affected by inventory profits or (2) will stay there indefinitely but 
of f the New York Curb Exchange at josses. The best example is prob- changes must be expected from time 
fy | around 17}, which price takes into ably the meat packing industry. to time in groups (1), (3) and (5). 
af account the recorded earnings prog- Stocks of most companies of this Group (1) especially must be con- 
ng me to date. But as a speculation type have generally recorded larger sidered as lacking in permanence 
n- — on the further recovery of industry recoveries from the depression lows since it consists mainly of companies 
‘et | and the development of greater earn- than shares of representative heavy which are passing through a tran- 
a | ing power under more normal condi- manufacturing industries. The in-  sitional phase to groups (2), (3) or 
ce | tions, the quoted premium does not ventory stocks were popular trading (5). There are speculative oppor- 
x- | seem exorbitant. favorites during the several inflation tunities in this group as well as in 
re scares which have animated the group (2), but the speculator must 
markets since early 1933. Their pos- be on the alert for changing business 
Costly Hedging sibilities for further spectacular and political trends. Under the 
gains appear to depend largely upon present régime the latter are espe- 
BROKER was relating to one the development of another “inflation cially important. The public utility 
-& of his cronies to what extent a market.” In the absence of such de- group would be the outstanding 
timid investor will go in hedging velopment, the relatively depressed member of group (3) were it not 
against an adverse decision in the | 
gold clause case. This client dropped 
in at his office during the day when 
the market became jittery over the THE CLASSIFICATION OF INDUSTRIES 
outcome of the Supreme Court’s 
deliberations and ordered the im- (1) INDIVIDUAL TREND 
mediate purchase of $1 million of on oom 
U. S. Government bonds POSSSEEERS Air conditioning. Highway transportation. Cigars. 
- the gold clause. To get the bonds Aviation. | Modernized rail equipment. Tne 
‘ly he had to pay a premium of 2 per Electrical ‘refrigeration. Radio broadcasting. Musical instruments. 
ts cent, or the equivalent of $20,000. Gold and silver mining. Public Utilities. 
. d In the event of the gold cases being (2) BUSINESS CYCLE 
ed decided in favor of the Government, Advertising, printing and publishing. Mining and smelting. 
fic | ‘these bonds are likely to recede to metal 
of their former price, which would Automobiles and trucks. Office and business equipment. 
1's mean the loss of this money. Building ‘construction and materials, Paints and varnishes. 
Furthermore, the client took another Chemicals. Radio act manufacturing. 
great risk that the Government itlectrical equipment, Railroad equipment, 
would find a way to circumvent an 
adverse decision, in which case he Household equipment. Steel and iron. 
nd also stood to lose. and watches. 
e client,” the broker ruefully com- Meat packing. Tire and rubber goods. 
in mented, “but it was useless and (3) STABLE INCOME 
of | furthermore I needed the commis- , 
in Equipment leasing com- Package foods. nuff, 
he panies (machinery and Shoe manufacturers. Pipe. 
office equipment). 
(4) HOLDING COMPANY AND OTHER PYRAMIDED STRUCTURES 
Public utility and other holding companies. Operating companies with high percentage 
va of bonds and/or preferred stock in capitalization. 
(5) PROMOTIONS, RECEIVERSHIPS, ETC. 
Gold, silver and other mining ventures the outstanding example of promotions. Invest- 
ea ment trusts. Companies organized to exploit new inventions, rights, concessions, leases, 
ete. Any relatively new concern the earning power of which is yet to be demonstrated. 
Receiverships cover all fields. 
~ Text. 
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for prevailing political antagonism. 
Revenues of this industry have been 
exceptionally stable, but discrimi- 
natory taxation, constant’ pressure 
for rate cuts and threats of govern- 
ment subsidized competition have 
resulted in a downward trend of net 
earnings. The clue to eventual re- 
versal of this down-trend will be 
found in political developments. An- 
other industry greatly affected by 
political factors is the mining of 
precious metals. As a result of the 
official acts of the Administration, 
this subdivision of the mining indus- 
try has enjoyed a boom during the 
past eighteen months. At the pres- 
ent time, the maintenance of the 
upward trend is in doubt, not only 
because of uncertainty as to the 
Supreme Court’s decision on the 
gold cases but also in view of tenta- 
tive indications that the Administra- 
tion’s policy of catering to the “silver 
senators” may be modified. The 
beverage industry entered group (1) 
because of belated political recogni- 
tion of the predominant public 
opinion on prohibition. The period 
in which this industry can properly 
be assigned to group (1) is probably 
drawing to a close. However, the 
leading soft drink company is show- 
ing an impressive individual upward 
trend. 


A Paradoxical Development 


One market development of the 
past two years which may appear 
paradoxical is the substantial ap- 
preciation in a number of stocks in 
the stable income group. This is 
due, in part at least, to the fact that 
some of these companies have not 
only shown stable earnings during 
the years of severe business depres- 
sion but have also been able, in 1933 
or 1934, to equal or exceed the earn- 
ings records of the late 1920s. 
However, there is another factor, 
perhaps not so generally recognized, 
that has a major influence upon the 
market for these stocks. The ex- 
tremely low prevailing interest rates, 
which have _been responsible for 
numerous record high prices for high 
grade bonds, have also tended to 
drive upward the price for invest- 
ment stocks offering well assured 
income return. The scarcity of in- 
vestment media affording well pro- 
tected income return may continue 
to sustain the market for stocks of 
this type for an extended period, but 
assuming eventual well rounded 
business recovery, relatively deflated 
business cycle stocks offer the specu- 
lator greater possibilities for capital 
enhancement. 

AAA 

A third article in this series will 
present statistical comparisons of in- 
dividual stocks which illustrate the 


theories and developments covered in 
Parts I and H. 
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Preferred Stock Switches 


Sharp advances of a number of sound preferred stocks 

to above their callable prices makes a transfer to other 

more moderately priced issues advisable. Five under- 
valued preferreds are selected. 


HEN preferred stocks are 

quoted at a premium over their 
call price the investor faces the 
problem of whether he should main- 
tain his position or take advantage 
of prevailing price conditions. Nor- 
mally the call price offers a resist- 
ance level for further price enhance- 
ments, but an unusual combination 
of price-raising factors has pushed 
the following high class preferred 
stocks beyond that limit. 


Preferreds to Be Switched 


Divi- Call Recent 


Preferred: dend Price Price 
Allied Chemical ...... 7% 120 124 
Archer-Daniels ....... 7% 115 118 
Brown Shoe ........ 7% 120 125 
Com, Invest. Trust.... $6 110 114 
Consolidated Oil....... 8% 110 112 
du Pont (debenture)... 6% 125 129 
Hercules Powder .... 7% 120 125 
Johns-Manville ....... 7% 120 122 
Loose-Wiles Ist....... 7% 120 123 
Penney Stores ...... 6% 103 108 
Procter & Gamble..... 5% 110 115 
Standard Brands “A”... $7 120 126 
Standard Oil Export... 5% 110 112 


Underwood Elliott ... 7% 125 127 


’ United Biscuit (conv.). 7% 110 117 


In this group of high grade issues, 
the companies’ earnings are of only 
secondary importance in the de- 
termination of preferred stock prices, 
the all important factor being the 
level and trend of interest rates. 
The latter are extraordinarily low 
today and likely to remain low or 
even to decline further, principally 
for the following reasons: (a) the 
superabundance of investment funds 
pressing upon the market and show- 
ing a predilection for fixed income 
bearing securities; (b) the scarcity 
of new high yielding quality issues; 
and (c) the Administration’s policy 
of keeping interest rates low in order 
to lessen the burden of the increas- 
ing public debt. 

Consequently there exists the pos- 
sibility that the preferred stocks 
listed above will advance a few 


points more. But it is obvious that 
with reappearance of new financing 
and new offerings, these preferred 
stocks are likely to lose their pre- 
mium as many companies will un- 
doubtedly avail themselves of the 
first opportunity to replace their 
costly high dividend preferred issues 
with securities bearing lower rates. 

The following five stocks have been 
selected as offering satisfactory 
transfers from the above listed 
group of stocks selling above call 


price. 
Divi- Call Recent 


Preferred: dend Price Price 
Atlas ....:... 6% 110 108 
Bklyn-Man, Trans, “A” $6 100 90 
Firestone Tire Series A 6% 105 92 
General Motors ..... $5 120 109 


Hershey Choe. conv... *$5 Not 107 


*Including $1 participation. 


While not in all respects offering 
the same investment prerequisites 
these stocks nevertheless are of such 
high grade that transfer would in- 
volve no material sacrifice of quality. 


Capital Going 
on Strike 


NE turn of the cards that labor © 


has not counted on in its ma- 
neuvering to gain less hours of work 
and increased wages is that capital 
itself will go on a strike when it 
can no longer meet the excessive 
demands made upon it, and to save 
itself from indirect confiscation it 
will be compelled to withdraw from 
operation. The press has carried 
the story of the liquidation of a 
woolen mill in Massachusetts, perma- 
nently throwing out of employment 
more than a thousand workers. 
These men wanted to continue to 
work but the unions would not per- 
mit them. 

And the other day a group of 
shirt makers in New York an- 
nounced they would shut down their 
plants because under the cumber- 
some code they could no longer manu- 
facture at a profit. Unions can 
declare ultimatums and the Gov- 
ernment can keep on codifying in- 
dustries into lethargy, but capital 
cannot be compelled to work against 
its free will any more than can labor. 
Labor, like the foolish virgin, can- 
not see its blunder. It fails to 
recognize that between labor and 
employer there must exist an oppor- 
tunity for mutual profit. 
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Copper Shares a Buy? 


Fundamental changes in the copper situation during 

1934 call for a new appraisal of the securities of the 

industry. Should copper stocks be purchased and, if 
so, which are most attractive? 


N the domestic copper industry 

1934 was characterized by smaller 
output, larger consumption and 
higher prices. The achievement of 
two of these results was directly 
due to circumvention of the Sherman 
Anti-trust law under the authority 
of the code, and the third was to 
some extent aided by expenditure of 
Government funds in public works 
and relief projects. Thus the favor- 
able. statistical picture has a con- 
siderable element of artificiality in 
it, which may be best measured per- 
haps by the disparity of more than 
30 per cent between domestic and 
world prices that prevailed over the 
greater portion of the year. The 
justification for using such a cri- 
terion is found in the fact that 
this country has low-cost properties 
which could have more than supplied 
domestic requirements at prices com- 
parable to the world levels, 


Copper Output Declines 


Domestic output of around 225,000 
tons represented a decline of about 
34 per cent from 1933 and of 78 per 
cent from the peak year 1929. Con- 
sumption of about 440,000 tons was 
15 per cent ahead of 1933 and 61 
per cent below the 1929 peak. 
Foreign consumption made a much 
better showing than domestic, gain- 
ing 52 per cent over 1933 and ex- 
ceeding the previous peak year of 
1928 by over 10 per cent. The lower 
world price in the face of this in- 
creased demand was the result of a 
rise in output to 116 per cent of 
1933 and to more than 95 per cent 
of the 1929 peak, The Canadian 
output is largely by-produce and 
therefore classifiable as low-cost, and 
the other principal world sources in 
South America and Africa are also 
low-cost. 

Our domestic markets are pro- 
tected by the four-cent tariff, which 
represents the limit of price dif- 
ferential between world and domestic 
prices. Whether the existing 24 
cent differential is large enough 
to have any direct or. indirect in- 


fluence upon domestic demand is a — 


question that is subject to some 
disagreement; but the trends toward 
lower stocks on hand and a higher 
level of consumption are gradually 
justifying the present 9-cent price 
and might conceivably result in 
somewhat higher quotations if con- 
tinued during the coming months. 
The slump in demand in the second 
half of last year made it necessary 
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for the primary producers to give 
up their sales allotment preferences 
to the custom smelters in order to 
maintain the price. Fortunately, 
demand has been increasing in the 
past three months so that there is 
good prospect that waiver of prefer- 
ences can be obviated by the end of 


March when the agreement expires. 

It will probably be some time 
before demand is such as to warrant 
any large increase in production or 
more than a moderate rise in the 
domestic price. Consequently the 
low-cost domestic producers continue 
to occupy the best position and in- 
vestors would do well to limit hold- 
ings to such units as Kennecott, 
Phelps Dodge and Magma. Moder- 
ate purchases of those issues appear 
warranted by those whose present 
lists contain no representation in 
this group, and who possess the 
necessary degree of patience to await 
further basic improvement in the 
situation. 


A Fair Return with Good Security 


Louisville & Nashville 3s of 1980 offer a moderate 
yield as a medium grade investment. 


AKE out a map of the United 

States. Look for Louisville, St. 
Louis and Nashville. Then remem- 
ber your plane geometry. The three 
cities form a perfect isosceles tri- 
angle, with St, Louis as the apex. 
And geographically speaking, this 
is important from a railroad point 
of view. The line that connects 
those three cities links the South 
and Southeast with the Middle 
West. Particularly, at this time, is 
that important, when governmental 
policy is directed toward the up- 
building of agricultural buying 
power in the South and West. The 
railroad thus strategically located 
should benefit from increased haul- 
ings; and the bonds that underlie 
that railroad should reflect an im- 
proving business status. 

In this instance, the railroad is 
the financially strong Louisville & 
Nashville; the particular bond 
under discussion is the Louisville 
& Nashville, Southeast & St. Louis 
division, 3s, due 1980. The issue is 
secured by a second mortgage on 
169 miles between East St. Louis, 
Ill, and Evansville, Ind. True, 
those points are not in the triangu- 
lar parcel mentioned above, but 
they are a segment of that triangle. 
To get either from Nashville to St. 
Louis, Mo., or from Louisville to 


St. Louis, Mo., it is necessary to 
traverse the stretch from East St. 
Louis and Evansville, assuming one 
uses the Louisville & Nashville 
Railroad. 

The 8s are secured by 208 miles 
of road in all, and underlie $58 
millions of other bonds. Earnings 
of the Louisville & Nashville have 
held up throughout the depression 
and during recent months have 
indicated a continuing improve- 
ment. In only one year during the 
deflation were fixed charges not 
earned — 1932 — when they were 
earned by only 0,82 per cent. Since 
then, however, gross and net have 
stepped up. Fixed charges were 
earned 1.16 times in the 1933 
calendar year and in the 11 months 
ended November 30, 1934, fixed 
charges were realized 1.29 times. 


Good Financial Position 


In addition, the company is in a 
good financial position, Unlike 
other railroads, there are no dis- 
turbing near term maturities. The 
closest maturities (aside from 
equipment trust certificates) are in 
1937, and the amount is only $5.6 
millions. As of November 380 last, 
the company’s net working capital 
was $23,1 millions; cash amounted 
to $10.6 millions and time deposits 
and drafts to $7.1 millions, 

The Louisville & Nashville, 
Southeast & St. Louis division, 8s 
are outstanding in the amount of 
$2,997,000. They are protected by 
the gold clause (if that is to mean 
anything), the current return on 
the issue is 3.92 per cent and the 
yield to maturity is approximately 
4.15 per cent. At current levels the 
issue ranks as an_ interesting 
medium for funds seeking invest- 
ment, a fair return, and a good 
security. 
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PASSING 


IMPRESSIONS 


By EUGENE KATZ 


The plea of Attorney General Cum- 
Steadying mings to the United States Supreme 
aad Court that invalidation of the gold 
clause be considered justified by 
emergency and as such have legal 
status, and the interpellations by the 
members of the Court hinting that they did not believe 
that his conclusion must necessarily follow his premise, 
even if that premise were established, jarred the 
Administration out of its complacency and stirred the 
entire country. It is conjectured that the decision will 
be known February 4. 

Whether or not the decision will be favorable to the 
Administration, enough has developed to assure the 
public that the Constitution still exists and that we will 
be governed by it as nearly as is practicable under the 
present difficult circumstances, and that from now on 
the President and his Cabinet and the Congress will 
not be so hasty in promulgating new legislation nor so 
sure that what is advocated is per se laudable and legal. 
Laws will be written with the realization that they 
might have to withstand review. The oil decision 
started the process of thinking a little further ahead 
than has been the custom for nearly two years. 

The question of the future is when the Supreme 
Court will decide that the emergency for which many 
New Deal laws were created is over. There is talk 
that the Administration intends to find a way of in- 
creasing the Court’s membership, but it is even more 
certain that if it were attempted the Court would 
resign en bloc. It is the fine history of the Supreme 
Court that, with the rarest exception, men appointed 
to it promptly forget the source of their appointment. 


Appears 


It finally came to the attention of 
Facts the Administration that large numbers 
Behind of the tax-paying public did not ap- 
prove of its attitude towards the utili- 
ties, and the Federal Power Commission 
was assigned to present a defense. The 
answer was so biased as scarcely to recognize the 
existence of an opposition. But official Washington 
was for once conscious of a stock market, and that is 
something. 

What stung the Administration was the assertion 
that its policies would in the end be more harmful 
to “widows and orphans” than to officials of the utilities 
because insurance companies and savings banks were 
large holders of such securities. Stockholders, of 
course, were not being considered. The Commission 
endeavored to show that fiduciary companies were com- 
paratively small holders and then only of the first 
mortgage bonds of operating companies. These the 
President said were safe. In the Knoxville instance 
they were only 963 per cent safe. 

_ The Commission claims that thirty-eight utility bonds 
are at present selling at an average price of $108.9, 
failing to explain, however, that as in the past three 
years the total of new issues was less than one half 
that in 1931, old bonds were bid up to fantastic heights. 
Further, many of the thirty-eight bonds originated in 
sections not yet reached by Government propagandists. 

No mention was made of the price of utility bonds in 

the Tennessee Valley and Columbia River areas. There 
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the mortgage bonds of nineteen operating companies 


averaged $77. 
106 


Washington is as engrossed in the 

The social aspects of labor as in finding 

work for the unemployed. The two 
$0-Hour problems that intrigue the Administra- 

Week tion are working hours and wages. 
Senator Black of Alabama will advocate 
a 30-hour week for all workers on manufactures sold 
in interstate commerce, and the President is personally 
interested in seeing the workers in the building trades 
placed upon a minimum annual wage sufficient for their 
comfort. 

The theory of the 30-hour week is that it would give 
more leisure to the worker and furnish some additional 
employment. But, obviously, what the laborer needs 
is not more leisure, of which he already has an 
abundance, but more work so that his income per week 
or month will permit a standard of living to which 
he has accustomed himself since the war. Unless he 
has more work and more income his leisure will avail 
him little for he will have no spare money with which 
to amuse himself. Even the income of those fully 
employed has not been real income in the past six 
months because of the steadily rising cost of things he 
consumes. While statistics show a rise of 35 per cent 
in the cost of food, many items at retail have risen 
100 per cent. 

Recovery, efficiency and output would not be benefited 
by shorter hours. We are committed to the machine, 
upon which many men of varying efficiency work. The 
shorter the hours the more men who work on a machine 
and the less uniform the output. There is also the 
human equation, that a man will be less interested in 
his work when he knows he will not complete it. 


A minimum annual wage would be 
Minimum difficult in America owing to our 
mechanization and high hourly wage 
rate. The machine is so a part of us 
that at the first sign of business im- 
provement the machine tool industry, 
long dormant, rose conspicuously. It is not so every- 
where. 

A subscriber to THE FINANCIAL WORLD who re- 
cently returned from England reports that he called 
on a Manchester competitor who had twenty-two fac- 
tory employees. He saw at a glance that the output 
of those twenty-two workers was about equal to the 
output of one of his New York machines, and he asked 
the proprietor why he did not install a machine. The 
answer was that he preferred to give work to twenty- 
two people. Perhaps that is one reason why England 
has 3 per cent on the dole and we 20 per cent. 

The minimum annual waze that is talked of for 
mechanics in the building trades ranges from $1,500 
to $2,500 a year. An assured annual wage seems im- 
probable; a monthly wage is twelve times more feasible, 
impracticable as that seems to be. The six chief 
workers in the building lines get a wage rate of about 
$1.50 an hour. If they worked eight hours a day they 
would make about $3,600 a year. In reality, they work 
at the present time about sixty days a year and have 
an income smaller than they could obtain on dole. Yet 
they cling to the delusion of a $12-day. In England and 
France similar mechanics receive an average of 36 
cents an hour. In consequence, perhaps, England built 
about 300,000 homes in 1933 and we built 12,000. 
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Primary Trend Since the fre- 
=—= quently expressed 
opinion that we are still in a major 
bull market continues in order, we 
shall take this occasion to consider 
a number of questions which have re- 
cently arisen concerning what con- 
stitutes a normal bull cycle and what 
ways, if any, the duration and ex- 
tent of such a trend can be deter- 
mined. 

The major bull cycle is a broad 
primary trend averaging 24 years, 
interrupted from time to time by 
secondary reactions. It may be said 
that a bull market progresses in 
stages composed of a series of pri- 
mary swings with each succeeding 
top exceeding the previous one. On 
the basis of past bull markets a 
normal major cycle averages five 
such swings. In the present in- 
stance we have witnessed three pri- 
mary swings in the industrials and 
two in the rails. 

There are three general phases of 
a major bull cycle. The first is a 
period of accumulation representing 
a return of confidence in respect to 
business prospects. The second, a 
rising trend on increasing demand 
from encouraged investors inspired 
by the materialization of funda- 
mental improvement. The third is 
a period of optimism and rampant 
speculation with stocks skyrocketing 
to heights far in excess of present 
and future investment worth. It is 
difficult to detect immediately the 
transition from one stage to another, 
but as time progresses the general 
characteristics of each period be- 
come more clearly defined, 

The major portion of the primary 
swing from July 8 to September 7, 
1932, may be labeled as the first 
phase of the present bull cycle during 
which period the Dow-Jones rail and 
industrial averages appreciated 196 


The Technical Position 
of the Stock Market 


These studies of the Dow Theory are not in- 

tended as recommendations, but are for those 

interested in the technician’s study of stock 
price movements. 


per cent and 95 per cent, respec- 
tively. The second concerted rise, 
following more than ten months of 
corrective secondary reactions and 
exceeding the previous highs by 35 
per cent in the case of the industrials 
and 43 per cent in respect to the 
rails in July, 1933, may be regarded 
as the second phase or period of in- 
vestment buying by those who have 
surplus funds for investment on a 
long term basis. 

If we are to witness the normal 
characteristics of a complete bull 
cycle, the irregular movement of 
prices during the past eighteen 
months may be looked upon as a 
series of corrective secondary reac- 
tions and not the first stages of a 
new bear cycle. While a knowledge 
of the normal characteristics of past 
bull cycles is helpful, it must be 
recognized that there is no way of 
determining with any degree of ac- 


curacy, the duration or extent of a 
major bull market in common stocks, 


Secondary Trend Despite the 
relatively 
sharp reaction from January 9 to 
January 15, embracing the loss of 
approximately five points in the in- 
dustrials and three points in the 
rails, the intermediate trend may 
still be conceded as upward. 

Once a trend has been established 
by the joint action of both averages, 
a reversal in position would be war- 
ranted only if and when it is nullified 
by a counter move in both averages 
of equal significance. 

The inability of the rail average 
to better its December high on the 
last rally is naturally not encourag- 
ing; as may also be said of the more 
recent break through the previous 
low of 35.30. The ability of the in- 
dustrials to remain above the 99 
level tends to neutralize the bearish 
implication noted in the rails. A 
decline in the industrials and rail 
averages at or near the lows of the 
last rally would not be abnormal, but 
a break through the 99-100 area in 
the industrials and 34.35 area in the 
rails with a perceptible pick-up in 
volume would tend to suggest a 
reversal in the intermediate trend. 

—Written January 23, 1935. 


Organizing Security Holders 


That good old idea of an organization of security 
holders is suggested again. 


N A contemporary publication we 

find a note from an esteemed 
reader urgently suggesting the or- 
ganization of security holders. He 
thinks it is high time it was done. 
That letter has a familiar ring to 
it; that of letting George do the 
job without any assistance, finan- 
cially or otherwise by investors. Our 
contemporary diplomatically replies 
that it alone cannot do that work. 
It must be carried on outside of Wall 
Street and by people in a position to 
finance such a movement properly. 

The letter reminds THE FINANCIAL 
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WORLD of the experience it had in 
fostering such a plan. More than ten 
years ago it went so far as to in- 
corporate an organization called the 
Association of American Investors, a 
corporation that is still alive even 
if it is unable to function. It was 
set up to provide investors with a 
legal framework of cooperative ac- 
tion but the response was so small 
the idea had to be abandoned. 

It was revived several years ago, 
predicated largely on a platform of 
work toward a solution of the acute 
problems investors now face. But 
despite these besetting problems, in- 
vestors could not be awakened in 
sufficient numbers to warrant ex- 
ploitation of the idea. 

Beyond pointing the way, as our 
contemporary states, a financial or 
any other journal can go no 
further. It cannot be asked to de- 
fray the expense. That is the duty 
of the investors themselves. If they 
could only be awakened to the power 
they possess they could become a 
useful public body in the protection 
of their rights. Instead of repre- 
senting only a minority, they would 
constitute a large majority whose 
claims could not be ignored. 
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FUTURE REFERENCE. 


Lee Rubber & Tire Corporation 


ONE of the smaller units in the tire in- 
dustry, selling bulk of output in the re- 
placement field. Distribution is made through 
own organization and gas stations of Phillips 
Petroleum and Atlantic Refining. Also manufactures about 
500 miscellaneous rubber articles, many of which are used 
by the automobile industry. 

Under capable and aggressive management which follows 
conservative lines in financial matters. 

Very simple capital structure. Mortgages outstanding 
$75,000; no preferred stock; 254,465 shares $5 par value 
capital stock. 

Good financial position. 


No. 233 


Net working capital on October 
31, 1934, $3.8 millions; cash 
$806,000. Working capital 
ratio: 10.2-to-1. Book value 
of capital stock $31.22 a share. 

Irregular dividend record. 
Payments resumed February 
1, 1934 (after 10 years omis- 
sion), with 20 cents quarterly, 
later increased to a $1 annual 
rate. 

Replacement demand for 
tires and fluctuations in raw 
rubber and cotton prices are 

determining earning factors. Increasing use of rubber for 

absorbing vibrations and for sound-proofing is a construc- 
tive development for the future expansion of the rubber 
accessory business. 

While fundamentally speculative, stock is not handi- 
capped by large senior issues as are most other rubber 
stocks. 

Appraisal Rating of Common: 0+. 

Fiscal year ends October 31. 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF CAPITAL STOCK: 


LEE RUBBER & TIRE 


ice Ran, 


Earned per shere 
$2 
Deficit per share 


1927 1928 1929 1930 1931 1932 1933 1934 


Earnings for fiscal pre 
ended October 3 


—1930— -1931-——— -1932-——— -——-1934-——— 
Oct. 31. Apr. 30 Oct. 31 Apr. 30 Oct. 31 Apr. 30 Oct. 31 Apr. 30 Oct. 31 
D$2.45 D$0.64 D$1.45 D$0.17 §0.72 D$0,71 $0.50 $0.78 

Manhattan Shirt Company 
ONE of the oldest manufacturers of shirts 
No. 234 and collars for men. Also makes 


pajamas, sporting garments, sweaters and 
other articles of men’s wear, but these 
related lines are not of great importance. Policy has been 
to stress style and ere of merchandise which is sold 
under the tradenames of “Manhattan” and “Mansco.” 

Under the management of two sons of the founder, both 
of whom grew up in the business. 

Simplest capital structure. No bonds or preferred stock; 
224,523 shares of $25 par capital stock. 

Strong financial condition. Net working capital on 
November 30, 1934, $3.9 millions; cash and _ securities, 
$932,000; inventories, $2 millions. Working capital ratio: 
36.2-to-1, Book value of 
common, $22.23 per share, 

After 16-year unbroken divi- 
dend record, payments were 
suspended in 1932; resumed 
early in 1934 when stock was 
put on present 60-cent annual 
basis. 

Demand for company’s prod- 
ucts depends upon the trend 
of purchasing power, since 
merchandise is in the higher 
priced group. Conditions in 
the textile industry have been improved by the Code, but 
higher labor and raw material costs have restricted profit 
margins. Entrance into the sport and beach wear lines 
may in time prove to be an important addition to revenues. 

Recuinnn ave been comparatively stable for a com- 
pany of this character, but stock is essentially speculative. 

Appraisal Rating: C. Fiscal year ends November 30. 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF COMMON: 


MANHATTAN SHIRT 


G Earned a 
Deficit per shere 


1927 1928 1929 1930 4931 1932 1933 1934 


Soles 


Earnings 


or fiscal years 
ended 3 


ovember 30 


—1930— -——-1981- ———-1932-——- ———- 1933 -1934-——_— 
Nov. 30 May 31 Nov, 30 May 81 Nov. 30 May 31 Nov. 30 May 31 Nov. 30 
D$1.83 $0.37 D$0.04 D$O.41 DG$O.14 $0.14 $0.96 $0.34 Nil 
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Martin-Parry Corporation 


FORMERLY an important manufacturer 


No. 235 of commercial automobile bodies, the com- 


pany’s body building plant and equipment 


were sold to Chevrolet division of General 
Motors in 1980. Since that time operations were limited 
mainly to manufacture of windshield frames and other 
minor parts for motor vehicles until 1934. In that year 
an attempt was made at diversification through expansion 
in new lines such as interior mouldings for trains and 
building construction materials. 

Management has yet to demonstrate success in new fields, 
where competition is already keen. 

Simplest capital structure. No bonds or preferred stocks; 
114,800 shares of capital stock of no par value. 
Financial position at end of 


MARTIN - PARRY 1984 fiscal year (August 31) 
a would have been weak had it 
16 suice Benge not been for the inclusion in 
receivables of $155,000 re- 


s| garded as due from General 


Corned ghar of Motors (arbitrator’s award 
Deficit per share 


subject to court confirmation). 
1927 1928 1928 1930 1931 1932 1933 1934 


As stated, net working capital 
of $258,400; cash, $20,095. 
Working capital ratio: 16-to-1. 
Indicated book value of capital 
stock, $8.51 per share. 
No dividend payments since capital distribution of $4 per 
share in December, 1930. 

Future of company will be determined by success of 
efforts to establish new lines of business; prospects now 
uncertain, but company hopes to share in the development 
- prefabricated homes and stream-lined railroad passenger 
rains. 

Stock is extremely speculative. Appraisal Rating: D+. 

Publishes earnings only once a year, for the fiscal 
periods ending on August 31. 


Earnings for fiscal years 


John Morrell & Company 


ONE of the largest units in the pork 


No. 236 products field, but company also packs 


and distributes other meats, dairy products 
and the like. Domestic facilities are well 
integrated with distribution abroad effected through an 
established subsidiary. Recent development is the aggres- 
sive merchandising of dog food, a division that appears to 
be developing quite profitably. 

Management is able and progressive, having been identi- 
— with the company since its incorporation in 1928 and 

efore. 

Conservative capital structure. No bonds or preferred 
stock; only issue outstanding is 389,698 shares of no par 
common. 

Excellent financial condition, 
October 27, 1934, $9.6 millions; 
cash $1.6 million; inventories, 
$7.9 millions, Working capital 
ratio: 3.6-to-1. Book value of |i 
common, $51.59 per share. ~ 

Dividends paid uninterrupt- |, 
edly since early 1929. Policy 
has been to make fairly liberal 


Net working capital on 


ORRELL (JOHN) & COMPANY 
80 


ice Renge 


Listed May 1929 


m 
3 
a 
> 


_| 


distributions. Present annual 

rate, $3.60. 1927 1928 1929 1930 1031 1932 1933 1934 
Specializing in pork prod- Reoh 

ucts, company has avoided 


severe inventory losses which 
accrued to packers of more perishable meats. Earnings 
have been highly satisfactory since company’s formation 
late in 1928, and compare favorably with those of competitor 
units. Future trend depends upon public acceptance of 
— meat prices caused by reduced kill and higher oper- 
ating costs. 

Stock is of good a. having greatest appeal on the 
basis of income, and is one of the more conservative issues 
of its 

Appraisal Rating: B+. 

Fiscal year ends late in October. 


Publishes earnings 
only once a year. 
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Northern Pacific Railway Company 


[MPORTANT railroad system, extending 
from Duluth and St. Paul-Minneapolis, 
Minn., through states bordering on Canada 
to Pacific Northwest cities, about 6,700 


No. 237 


miles of track in all. Territory served is mainly sparsely 
populated but is rich in mining, timber and agricultural 
resources, 

Experienced and capable management. 

Reasonably well balanced capital structure. Ponds, 
$309.2 millions; no preferred; capital stock, 2,480,000 
shares of $100 par value. } 

Strong financial position, Net working capital October 
82, 1934, $17.4 millions; cash, $9.4 millions. Working 
ratio: 3.1-to-1. Book 

NORTHERN PACIFIC value of capital stock, $182.64 
2 per share. 
15 | a Dividends paid regularly at 
” rates of $4 per share or 
| better in years 1900-1931, in- 
clusive. No payments since 
February, 1932. 

“Other income,” i.e., income 
from dividend and_ interest 
payments on securities held 
and from affiliated companies 
is normally very important for 
Northern Pacific. Most important sources are large hold- 
ings of stock of Chicago, Burlington & Quincy, and equity 
in wholly owned Northwestern Improvement Company. 
Dividends on Burlington stock totaled $10 per share for 
many years prior to 1932; larger disbursements by cash- 
rich Northwestern Improvement Company have partly off- 
set decline in Burlington’s payments in more recent years. 
Earnings vO upon agriculture in Northwest and 
also upon building industry since lumber shipments 
normally bulk large in traffic. 

Stock is speculative but is in stronger position than 
majority of rail equities. 

Appraisal Rating: C+. 

Operating statements monthly; detailed earnings reports 
only once a year. 


tors? 


arned per share 


Defict per share 


1927 1928 1929 1930 1931 1932 1933 1934 


Earnings include income 
on investments 


Philip Morris & Co., Ltd., Inc. 


ONE of the leaders in manufacture of 
higher-priced cigarettes in the U. S., 
but in January, 1933, entered the lower- 
priced field by cutting its “Philip Morris” 
brand to 15 cents per package of 20. 

Management is ambitious and aggressive, indicated by 
the company’s advertising campaign in obtaining distribu- 
ton for its 15-cent brand, 

Simplest capital structure. No funded debt; no pre- 
ferred stock; 415,041 shares of $10 par capital stock. 

Strong financial position. Working capital March 31, 
1934, $4.4 millions; cash, $960,806; securities, $1.4 million 
(market value $832,000). Working capital ratio (at 
balance sheet value): 36.4- 
to-1. Book value, $11.06 per 
share. 


Dividends: None from 1923 |x - Price Range 
to April, 1928, when 25 cents | 
was paid. Stock has been on [" | 


$1 annual basis since. 
Earnings depend on obtain- 

ing a high sales volume, which 

in turn depends on extensive 

advertising. .Company has 

been particularly successful in 

latter. 
The capital shares are speculative. Appraisal Rating: B. 
Fiscal year ends March 31. 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF CAPITAL STOCK 


No. 238 


PHILIP MORRIS 


Earned per share 9 
$2 


1927 1928 1929 1930 1931 1032 1933 1934 


Earnings for fiscal years 
en eal March 3} 


—1930-- -———-1981-———_ ——--1934--—_ 
Sept. 30 Mar. 31 Sept. 30 Mar, 31 Sept. 30 Mar. 31 Sept. 30 Mar. 31 Sept. 30 
$0.56 $0.60 $0.40 $0.62 $0.58 $0.49 $0.52 $0.69 $1.87 


South Porto Rico Sugar Company 


HOLDING company, subsidiaries of 

No. 239 which grow and cultivate sugar cane 

and manufacture raw and refined sugar, 
A molasses and related products. Operations 
are carried on chiefly in Porto Rico and Santo Domingo. 
A portion of the company’s Porto Rican sugar production 
is admissible to the United States duty-free under the 
quota system. 

Management has been successful in recent years in ex- 
panding production and markets. 

Capital structure relatively simple. No funded debt; 
50,000 shares of 8 per cent cumulative preferred stock, 
$100 par; 745,734 no par common shares. 

Financial position strong. 

SOUTH PORTO RICO SUGAR ‘Net working capital Septem- 
be ber 30, 1934, $6.3 millions; 


bd Price Range 

6 seine] cash, $3.2 millions. Workin 
als ane ratio: 5.9-to-1. Boo 
value of common, $31.82 per 


share. 

Dividends paid regularly on 
preferred since 1927; dividends 
on common since 1927 at vary- 
ing rates. In 1933 common 
paid $2.40 in cash and a stock 
dividend of one share of com- 
mon of the Marancha Corporation for each share held; 
present rate, $2. 

Earnings depend on company’s quota to bring Porto 
Rican sugar duty-free into this market, where sugar prices 
are artificially high. Balance of output must be sold in 
highly competitive world markets. 

_ The common shares are speculative. Appraisal Rat- 
ing: C+. 

Fiscal year ends September 30. Earnings are published 
once a year. 


928 19279 1930 1931 1932 1933 1934 


1927 


Earnings for fiscal years 
ended September 30 


Thompson-Starrett Company, Inc. 


LONG established enterprise engaged in 

virtually all types of commercial and 
industrial building throughout the United 
States. Operates in Canada through a 
wholly owned subsidiary. Owns 100,000 shares of com- 
mon stock of the General Realty & Utilities Corporation, an 
investment trust, which it exchanged for 100,000 shares of 
its own stock in 1929. 

Management experienced and well regarded in its field. 

Capitalization relatively simple and conservative. No 
funded debt; 67,796 shares of $3.50 cumulative preferred 
stock (no par), 584,945 shares of no par common. 

Good financial position. Net working capital April 26, 
1934, $1.4 million; cash and 
marketable securities, $1.5 mil- 
lion; working capital ratio: : 
5.7-to-1. Book value of pre- Dec 3, 1028 


ferred, $33.38 per share. 


No dividends ever paid on |], 
Deficit per share mM 


present common (issued in re- 
1927 1928 1929 1930 1931 1932 1933 1034 


No. 240 


THOMPSON - STARRETT 


organization in 1928); last 
preferred payment October 1, 
1931. Preferred accumulations 
as of January 1, 1935, $11.374 
per share. 

Because of sharply reduced 
volume of commercial and industrial building during the 
depression, company has broadened its activities to include 
other lines of heavy construction. Nevertheless, its busi- 
ness will doubtless continue as in the past to be primarily 
responsive to trends in commercial and industrial building. 

oth preferred and common stocks are quite speculative. 

Appraisal Rating of Common: D+. 


RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 
—1932— 1933 — 1934 
Oct. 27 Jan. 26 Apr. 27 July 27 Oct. 26 Jan. 25 Apr. 26 July 26 Oct. 25 
D$0.18 D$0.17 $0.07 D$0.21 D$0.19 D$0.17 D$0.17 D$0.19 D$0.19 


Earnings for fiscal years 


NEXT 


241—United Electric Coal 
242—-Wilson Company 
243—Amer. Ship Building 


244—Austin, Nichols 
245—Bangor & Aroostook 


To Non-Subscribers: Reprints of previous “Factographs” will be sent on request if you subscribe now. 


246—Canada Dry 
247—Chickasha Cotton Oil 
248—Cuban-American Sugar 
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Good Yields from 
Guaranteed Rail Stocks 


Guaranteed railroad stocks generally offer a better 
yield than rail bonds of comparable investment qual- 
ity. Five issues are selected. 


OST investors who wish to ob- 

tain satisfactory yields on their 
investment purchases without as- 
suming risks are finding a serious 
scarcity of investment media con- 
forming to their requirements. The 
bond market has advanced so far in 
response to the extremely low pre- 
vailing level of interest rates that 
it is difficult to find issues of good 
quality yielding much more than 4$ 
per cent, and bonds of very high 
quality yield much less. Under 
these circumstances, investors would 
do well to consider guaranteed and 
leased line rail stocks. While the 
highest quality stocks in this group 
currently yield about 4 per cent or a 
little more, some strongly situated 
issues may be purchased at prices 
which represent yields around 5 per 
cent. The five stocks presented here- 
with are all shares of companies 
owning important and strategically 
located railroad lines. Even in the 
event of drastic weeding out of 
surplus railroad mileage which might 
come as part of a general program 
of consolidation or retrenchment, 
these lines would be retained. 


Three Factors of Quality 


The quality of railroad guaranteed 
stocks depends upon three factors: 
(1) the strategic importance and 
earning power of the leased lines; 
(2) the terms of the lease or con- 
tract agreement; (3) the financial 
position of the lessee or guarantor 
railroad. The five stocks selected 
are so strongly situated in respect 
to (1) and (2) that they may be 
regarded as sound investments. In 
addition, the dividends on_ the 
Albany & Susquehanna, the Clinch- 
field and New York, Lackawanna & 
Western issues are lease obligations 
of companies in strong financial 
position. The guarantors of the other 
two issues, Southern Railway and 
the New York Central, are not in 
comparably strong financial position, 


but there does not appear to be any 
reason to doubt performance of 
lease obligations. 

Even if one were to take a very 
gloomy view of the future of the 
earnings of the prominent guarantor 
companies, considerable basis could 
be found for the maintenance of a 
constructive attitude toward their 
leased line stocks. The dividends on 
guaranteed stocks constitute a senior 
obligation of the lessee roads and in 
most instances stocks of this type 


occupy a position almost as strong as 
that of the senior mortgage bonds of 
the guarantor companies. There are 
a number of instances of receiver- 
ships during which interest on the 
junior bonds of the parent companies 
has been suspended while regular 
dividend payments have been con- 
tinued on the leased line stocks. 
There has been no instance in recent 
years of complete default on any 
guaranteed stock outstanding with 
the public in any significant amount. 
One important point in this connec- 
tion is the fact that, under present 
bankruptcy laws, future leased line 
rents are a claim upon a bankrupt 
estate which are provable in the 
bankruptcy courts. While such con- 
siderations are of academic interest 
only in the case of strongly situated 
railroads, they illustrate the strong 
fundamental position of investors in 
guaranteed stocks. 


Further Gains Indicated for Glidden 


With sales for the first two months of its new fiscal 
year 23 per cent ahead of last year and profits up 60 
per cent, Glidden begins a more profitable year. 


ERIVING around forty per cent 
of its revenues from the sale of 
paints, varnishes and allied products 
and the balance from food products, 


_vegetable oils and specialty chemi- 


cals, the Glidden Company in the 
past two years has experienced suc- 
cessive gains in sales. While earn- 
ings expansion has not been simi- 
larly impressive there now are in- 
dications that the profit trend is 
once more on the upgrade and 
further increases in earnings may 
be expected. 

Sales for the fiscal year ended 
October 31, 1934, at $29.8 millions 
showed a gain of 20 per cent over 
1933 and represented the largest 
dollar volume since 1930. Net in- 
come for last year, however, scored 
only a 7 per cent gain with earnings 
equal to $1.68 a share, against $1.54, 
indicating a decline in the company’s 
margin of profit to 5.1 per cent from 
5.8 per cent. This narrowing profit 
margin is explained, however, by the 
extraordinary expenses incurred in 
connection with the building of a 
new plant at Chicago as well as 
other improvements in plant and 
equipment, 


GUARANTEED STOCKS FOR GOOD YIELD 


Stock: Guarantor or Price Yield 
Lessee Companies 
Albany & Susquehanna R.R. 104%%......... Delaware & Hudson.. .... 207 *5, “re 
Atlanta & Charlotte Air Line Ry. 9%........ SS eee 180 5.0 
Ry. BF... New York Central......... 53 T5. 38 
Carolina, Clinchfield & Ohio Ry. 5% (stamped) { Louisville & Nashville 91 5.49 
New York, Lackawanna & Western Ry. 5%.. Delaware, Lackawanna & 


“Dividends vary slightly depending upon the amount of taxes paid by the corporation. ftEf- 
fective dividend rate for American holders is 2.85 per cent after deducting the Canadian dividend 


tax of 5 per cent. 
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Operations for the first two 
months, ended December 31, 1934, 
showed a profit of around 20 cents 
per common share, against 6 cents a 
share in the same period of a year 
ago, an increase of 60 per cent in 
net income. As gales gained only 
23 per cent, it is evident that the 
company substantially improved its 
margin of profit during this period. 


The outlook for the coming months 


appears quite satisfactory, and is 
aided by the revival in new building 
and the expansion of home repairs. 
This development should continue to 
increase the demand for paints, 
varnishes and other products of 
Glidden’s paint division while in- 
creased public purchasing power 
should help expand the volume of 
sales in the food division. Higher 
prices for creamery butter have 
already been reflected in increased 
sale of the company’s nut margarines 
while the uptrend in lard quotations 
has swung many consumers to vege- 
table cooking oils and shortenings. 


The Preferred and Common 


The 7 per cent preferred stock of 
Glidden sells above its call price of 
105, and thus does not appear at- 
tractive for new commitments. The 
common stock, however, around 24 
is selling at 14 times recent annual 
earnings and affords a yield of 4.6 
per cent on the basis of the present 
$1 annual dividend, plus 15 cents 
extra. Continued earnings gains 
this year should warrant either a 
higher annual distribution or a more 
generous policy toward extras. 
(Factograph No. 230.) 
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Owners of capital who endeavor to 
visualize the culminating chapters of 
the Administration’s spectacular so- 
cial program find that the task is 
clouded with unpredictable uncer- 
tainties, because it is admixtured 
with so many elements of change. 
Without question, that uncertainty is 
causing a widespread feeling of 
apprehension in all investment 
circles. A typical example of this 
spirit of anxiety finds its expression 
in the subjoined letter from a sub- 
scriber in Kansas City, Mo. 


W ume in some parts of his letter 
his fears form an exaggerated pic- 
ture, still they reflect some of the 
thoughts that are running through 
the minds of many. Some type of 
eventual financial readjustment, bor- 
dering on partial national bankruptcy, 
is likely to evolve from spending our 
national wealth without heed of the 
ultimate outcome, unless an indus- 
trial revival of extreme major pro- 
portions develops so that this bill can 
be taken up and eventually dis- 
charged. 


A FEW years ago ridicule would 
have been heaped upon anyone who 
stated it as possible that our own 
people confronted such disastrous 
liquidation as overwhelmed the Ger- 
mans. Yet today, the course of our 
inflationary tendencies is compared 
with it. Personally, I hold the con- 
viction that this prospect is not 
within the realm of probability, for 
the basic conditions responsible for 
the German inflation are entirely 
absent here. Our national resources 
are intact, whereas she had been 
drained of her wealth by her war- 
time obligations. 


Dus to our national set-up and 
form of government, we have the 
means of quickly retracing a course 
we have found out is unsound, en- 
abling us to remedy our errors. 
Again there remains the check of 
increased costs of living, always a 
concomitant of inflation, that will 
act as a brake upon any inflationary 
mania before it can get out of hand. 


Ir WOULD prove difficult to outline 
any definite policy for meeting what 
this subscriber fears is likely to 
occur, for the Administration has 
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itself admitted it is engaged in a 
series of experiments designed to 
overcome the depression. In that 
position, one can only exercise his 
best judgment as each step is taken 
and attempt to conform to it. In- 
flation can assume two forms, mone- 
tary or credit, and each type requires 
a different investment policy. 


We ARE not even definitely off a 
gold basis. It has been suspended 
for later determination. Under the 
screen of diplomatic secrecy, even 
now there may be going on negotia- 
tions with Great Britain and France 
for stabilization, with gold as the 
metallic base for the currency. That 
would restore a sound monetary sys- 
tem, even if it is on a lower gold 
basis. If that happens, one of the 
principal fears of our subscriber 
would be eliminated. 


T nen our money would again be 
sound, and a change could occur that 
would likely affect investments in a 
manner exactly contrary to that 
which is now feared. Under these 
circumstances the only sane pro- 
cedure is one of watchful waiting. 
One cannot do anything else as long 
as the Administration itself does not 
actually know in what direction it is 
pointing. 


W HILE the Administration is frank 
in asserting how futile is any at- 
tempt to balance the budget as long 
as large unemployment continues, it 
also is apparent that it will be dif- 
ficult actually to spend the billions 
it is so liberally appropriating. That 
this is the case is indicated by gov- 
ernment expenditures already granted 
but only partially absorbed. 


In THE meanwhile business re- 
covery is coming silently to the Gov- 
ernment’s assistance, which should 
enable it to conserve several billions 
now designed to aid relief. That 
development could readily and ma- 
terially alter the dreary picture 
painted by this subscriber. 


Despite the grave concern aroused 
in many minds by the uncharted 
course we are pursuing, all fear that 
it will end in chaos is groundless. 
We have too strong a power of re- 


PICK THE 
UP -TREND 


STOCKS 
FROM 157 


STOCK 
CHARTS 


Pick the profitable issues, and avoid the 


down-trend stocks by following monthly 
issues of SECURITY CHARTS. with separate 
graphs of 157 leading stocks, charted for more 
than a year. Charted Earnings and Dividends 
lines—a unique feature—show earnings trends, 
dividend coverage, and stocks most promising 
for dividend increase or resumption. Weekly 
price-range shows past resistance and support 
points, as well as formations from which profit- 
able swings are forecasted. Transparent work- 
sheet helps detect better than average market 
action. Tabulated per-share data, complete in- 


structions, and current comment on averages 
and individual stocks rounds out the picture you 
should have for successful investment or trad- 


ing. Yearly subscription to SECURITY CHARTS. 
$25—or single issues, $3. Mail this ad with 
$3 today for February issue, ready February 1. 


SECURITIES RESEARCH CORPORATION 
45 Milk Street, Boston, Mass. 


Our Current Market Letter 
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Industries 
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Building Operations 
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H Folder explaining margin requirements, commis- 
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J. A. Acosta & Co. 
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conducted under the name of 


SPRINGS & CO. 


Members New York Stock Erchange and other 
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OPENING AN ACCOUNT 


Many helpful hints on trading procedure 
and methods in our booklet. Copy free 
on request. Ask for booklet K-6. 


Any listed security bought and sold 
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Members New York Stock Exchange 


52 Broadway New York 
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The TILLMAN SURVEY 
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Highlights of Listed Bonds 


The following compilation furnishes the investor with essential data concerning 
active bonds listed on the New York Stock Exchange. Inclusion of an issue 
is not to be construed as a purchase recommendation—the table is intended 
to be informatory only. The issues contained in these presentations are 
changed weekly, so that in due time all active bonds will be covered. 


Cur- 1934 Price as Times Cp. Amount Prior Inter- 


ISSUE Price Yield High Low Price 1932 1933 (000,000omitted) Dates 
Cleve. Cinn. Chie. & St. L.R.R.: 
39% 75% N.C *0.71 *0.91 $28.6 $34.3 Ji-D 
4.6 92% N.C *0.71 *0.91 4.1 34.3 Ji1-D 
ref. & imp. 6s, C, 1941 6.0 100% 80 103 *0,71 *0.91 1.0 70.3 41-5 
ref. & imp. 5s, D, 1963. 83 6.0 91% 7436 105 *0.71 *0,91 20.0 68,2 5-H 
ref. & imp. 4}4s, E, 1977............ 76 5.9 2 64 £105 *0.71 *0.91 44.0 68.2 
103 39 10444 92 *0.71 1 5.0 0 Ji-J 
Cinn. Wab. & Mich. 4s,1991........ 89 45 92% 68 N.C *0.71 *0.91 4.0 0 J-J1 
94 4.3 77 al05 *0.71 8.3 0 M-NI1 
Spring & Col. ist 4s, 1940........... 9 #40 #9 92 NC 0 M-SI 
Cleve. & Mahon. Vy. cons. 5s,1938..... 104 48 104 991g N.C *0.81 *1.03 2.9 0 vi-J 
Cleve. & Marietta Ist s.f. 434s, 1935.... 101 44 102 9916 N.C. *1.17 *1.23 1.1 0 MI-N 
Cleveland; & Pittsburgh: 
gen. Ist 444s, A,1942.............. 101 44 10184 N.C. *1.23 2.6 0 Ji-J 
gen. Ist s.f.3)4s, C,1948........... 101 3.4 101% 11% N.C. *1.17 *1.23 2.3 0 M-NI1 
gen. & ref. 439s, A,1977... ........ 107 4.2 10: 100% b105 *1.17  ¥*1.23 7.2 7.6 F1-A 
Cleve. Short Line Ry. Ist 414s, 1961.... 104 4.3 1048¢ 82 N.C *0.71 *0.91 11.8 0 Al-0O 
Cleveland Union Term.: 
101 5.4 104 8414 t t 11.3 0 Al-O 
2 100% cl05 t 23.5 0 Al-O 
90 5.0 96 75 = dd 105 t 22.5 0 A-O1 
Colon Oil conv. deb. 6s, 1938. ... ..... 45 82 38 102 D0.69 10.0 0 
Colo. Fuel & Iron gen. s.f. 5s, 1943... .. 68 67% 30 DI.64 DI.54 45 0 FI-A 
Colo. Indust. Ist conv. gtd.5s,A,1934.. 29 Df. 334% 17% al05 D164 DI.54 27.6 0 F-Al 
Colorado & Southern R.R.: 
ref. & ext. 414s, 1935............... 95 47 97144 «84 101 0.74 0.79 28.5 0 MI-N 
72 6.2 81% 643 0.74 0.79 20.0 36,0 MI-N 
Colorado Rwy. Power & Lt.s 
OSS ee . 100 45 98 73 105 2.88 2.45 13.0 2.3 J-J1 
sec. conv. 54s, 107. 5.1 «(105 2.88 2.45 4.5 2.3 Al-O 
jumbia Gas & Electric: 
8] 62 9% 69 104 2.44 2.09 50.0 S112.5 MI-N 
81 6.2 104 2.44 2.09 45 $112.5 A15-0 
6.3 6644 «105 2.44 2.09 50.0 $112.5 J15-J 
Columbus & Toledo Ist 4s, 1955....... 102 39 #8105 97 N.C. *3.18 *3.71 2.4 0 F-Al 
Comm. Invest. Trust deb. 5}4s, 1949... 111 49 112% 101 110 5.62 8.84 18.5 0 FI-A 
Conn. & Passum. Rivers Ist 4s,1943... 96 42 98% 92 N.C. *1.10 *1.04 1.9 0 Al-O 
Conn. Ry. & Ltg. Ist &ref.4}4s,1951... 106 42 105% 103 105 2.16 2.16 89 0.2 8 JI-J 
Consolidated Gas N. Y.: 
106 5.2 10814 101% 105 3.70 3.16 50.0 $267.7 FI-A 
101 4.4 103'4 908 106 3.70 3.16 60.0 $267.7 J1-D 
48 9714 «103 3.70 3.16 30.0 $267.7 
Consol. Coal Ist & ref. s.f.5s,1950..... 32 Dfit. 32 12 107% 18.7 3.4 J-D1 
Consumer's Gas (Chie.) Ist 5s, 1936.... 103 49 1054 +100 N.C. *1.85 4.2 0 J-D1 
Consumers Power unif.§s,C,1952..... 107 4.7 10934 100% 104 299 2.52 15.9 25.1 M-NI 
Contai jon: 
100 60 10 9 103 DISS 127 36 O SSD 
86 5.8 83 52 102 D1.58 1,27 4.4 3.6 J1-D 
Crown Cork & Seal s.f. 6s, 1947........ 106 865.7 974% «104 093 4.26 4,3 Q J-DI 
Crown Willam. Pap. Ist s.f.6s,1951... 102 59 103 79% 096 2.04 15.2 0 
Crown Zellerbach deb. 6s, 1940........ 99 6.1 100 70 101 0.48 1.34 6.7 47.3 MI1-S 
Cuba Northern Rwys. Ist 5s,1942..... 38 39 1914 101 0.94 1.03 16.8 0 J1-D 
31 18 N.C 0.20 0.67 14.4 0 J-il 
244% #13 N.C, 0.20 0.67 4.0 19.8 MI-N 
31 164% N.C, 0.20 0.67 3.3 27.7 J-D1 
Ist lien & ref. 6s, 1936...........,.. 26 cee 29 15 t102 0.20 0.67 1.0 27.7 J-D1 
Cuban Cane Prod. deb. 6s, 1950... .... 8% 1% .... 24.8 
Cumber. Tel. & Tel. gen. 5s, 1937...... 106 4.7 10734 103% 105 3.15 2.85 15.0 0 Ni-J 
Delaware & Hudson: 
Ist & ref. 4s,1943.,..... 93 43 97 804 *0.04 49.0 1.0 MI-N 
102 5.4 105 92 10244 *0.04 *0.24 7.5 50.0 MI1-N 
Delaware Power & Light; 
| 4.1 1034 895, 100 3.44 4.6 0 Ji-J 
105 4.3 105% 494 3.08 3.1 0 Ji-J 
105 43 1053, 9444 «105 3.44 3.08 6.0 0 
Denver G. & El. Lt. ist 5s,1951........ 102 49 103 86 105 7.1 5.6 MI-N 
Denver & Rio Grande R.R.: 
35 61% 35% N.C. *0.54 *0.62 34.1 0 Ji-J 
Ist cons. 444s, 1936................ 63 354% N.C. *0.54 *0.62 6.4 0 
Denver & Rio Grande West. R.R.: 
17 49% 18 0.62 12.0 70.8 Al-O 
11 Dit, 32 10 105 054 062 298 F-Al 
Detroit Edison: 
gen. & ref. 5s, 1949................ 109 46 109% 968% «105 2.06 1.92 26.0 0 A-O1 
gen. & ref. $s, B, 195S....... 108 46 109% 107144 2.06 1.92 23.0 0 J-1D 
gen. & ref. 5s, C, 1962...... 46 109% 107% 2.06 1.92 20.0 0 F-Al 
gen. & ref. 444s, D, 1961.,,,..,..... 107 42 1075 89 e105 2.06 1.92 50.0 0 F1-A 
gen. & ref. 5s, E, 1952.............. 110 46 1104497 10734 2.06 1.92 15.0 A-O1 
Detroit & Mackinac R.R.: 
2% Dft. 24% 20 N.C. 0.87 0.39 1.5 0 Ji-D 
15 Dft. 12% 100 0.87 0.39 13 1.5 J1-D 
Detroit River Tunnel 414s, 1961....... 108 4.1 1064 «84 N.C. *091 18.0 0 MI-.N 
D- *Earnings . FCallable as a whole only. {Guaranteed by 3 railroad companies. 


of guarantor or assuming company panies 
N. C.-Non-callable. Maturity: Month of maturity is indicated by position of the figure in interest dates; thus A-Ol indicates 
October as the month of maturity. Call Prices: Figures given are the present call prices, if any. These often change in later years. 
a-For sinking fund ebruary, 1937. c-As a whole only beginning April, 1943. d-Beginning October, 1937. 
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cuperation for recovery to be sub- 
verted by political blundering. We 
have confronted similar ominous 
barriers before and have surmounted 
them. Go back to previous panics 
and depressions and we will find 
that we have emerged from them 
and gone ahead into periods of pros- 
perity, relatively greater than the 
previous ones. 


Says our Kansas City subscriber: 


“T have read many alarming articles 
that serious inflation is coming in this 
country, and I believe it. Now, if that 
is so, I think THE FINANCIAL WorRLD 
ought to make a special effort to get 
its subscribers in the best shape 
possible to withstand that devastating 
ordeal. It certainly looks like it is 
going to be a bad one. Suppose a 
person owned a lot of stocks—inflation 
stocks—should he sell out when the 
eee of these stocks reached a dizzy 

eight and take that fiat, stage money 
for it to the extent of several bales? 
What good would that kind of money 
be when the final chaos and the utter 
collapse of everything — government 
and economic—occurs? If they kept 
the stocks until that latter condition 
occurred, what good would the stocks 
be? So the question is: should he sell 
out or hold ’em? It looks like the 
stockholder would be between the 
devil and the deep blue sea. It looks 
like a plain case of: ‘Be damned if 
you do and be damned if you don’t!’ 
So what are we going to do? 

“T think you owe it to your sub- 
scribers to advise them now what to 
do in order to get them ready to with- 
stand as best they can this economic 
and social storm that is coming, 
think this is going to be epochal and 
I think now is the time for THE 
FINANCIAL WORLD to look out for the 
interests of its subscribers if it ever 
did and intends to on this earth. We 
have a crazy Administration in Wash- 
ington that is going to bring ruination 
to this nation before it is all over,” 


Diamonds As 
Investments 


ROUND the supper table of an 
uptown New York club, several 
men were discussing inflation, 
Among them was an American repre- 
sentative of an African diamond 
mining company who gave an inter- 
esting sidelight of a development to 
which little attention is being paid. 
He said that since the United States 
went off of gold, there has been an 
appreciable increase in demand for 
diamonds. He could only account 
for this as reflecting a desire upon 
the part of individuals to put their 
money into portable property that is 
associated in people’s minds with 
established value all over the world. 
Here is a trend of hoarding for 
which comparison can he made only 
with the medieval ages, when gold, 
silver and other precious metals 
which could be readily concealed 
from the authorities were considered 
the best sort of property to own. 
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Ne Or Gossip a Customers’ Man 
Hears Around Broad and Wall 4 


National Biscuit and Loose-Wiles, which have had their own troubles meeting 
cut-throat competition, may soon show a turn for the better—higher commodity 
prices are eliminating many of the one-barrel cracker bakers. . . . By Feb- 
ruary 1 McKeesport Tin Plate will have its 44 hot mills working at full capacity 
with 3,000 men in three eight hour shifts—not surprising, for Uncle Sam needs 
500 million cans to pack the AAA kill. . . . That February 19 meeting of 
Wilson & Company stockholders to vote on the recapitalization plan will probably 
be celebrated with a fireworks demonstration—a protest from one group of 
class A shareholders is already in preparation. . . . National Distillers and 
Schenley Products have a new worry in the liquor advertising bill introduced in 
Congress by Senator Cavper—intended to keep liquor advertising within state 
boundaries, it would eliminate all national advertising and radio broadcasting. 
. « » Simmons Company has developed a combination bed-vanity—to give 
milady a place to rest while making up her mind about making up her 
. « 


A recent visitor to Washington says that most of the inflationists are 
flat-tire economists—all of their plans are punctured with loopholes while 
a good many are covered with blowout patches. 


U. S. Steel preferred’s recent strength is based on more than improving steel 
operations—one rumor predicts that full preferred dividends will be resumed 
in April. . . . A recent survey of the grocery chains reveals that (in addi- 
tion to Great Atlantic & Pacific Tea) Kroger Grocery, National Tea and Safeway 
Stores are the most vulnerable to anti-chain taxation—in other words their tax 
charges may be doubled and redoubled. . . . Goodrich Rubber is bidding for 
a further share of aviation business with a de-icing device which automatically 
clears ice from the wings and tail surfaces of transport planes. ... 
Addressograph-Multigraph will advance prices on practically all lines by about 
10 per cent early in February—and don’t be surprised to see an increase in 
typewriter quotations around the same time. . . . Remington Rand returned 
to the air waves as the sponsor of the “March of Time” broadcast on January 25, 


featuring portables at ten cents per week—the announcer’s selling talk might be 
called the “Much for Dimes.” . . . 


Reports that Chairman Joseph P. Kennedy will resign if he doesn’t get 
money to investigate the Over-the-Counter market are being hailed by some 
small dealers—are they afraid he'll find something under the counter? 


American Tel. & Tel. may or may not cut the $9 annual dividend at the meeting 
on February 20 but when they do it may be a greater reduction than generally 
expected—instead of to $7 or $8, it is believed that the new rate might be $5 
or $6. . . . In contrast, General Motors may declare an extra of 25 cents 
at its meeting scheduled for February 4. . . . Williams Oil-O-Matic is giving 
its competitors another bull’s-eye to shoot at—the company offers to install an 
oil burner in your home on free trial and if you are not satisfied they will re- 
install your old furnace. . . . National Dairy Products is interested in a new 
ultra-violet ray generator for the irradiation of milk—if tests prove successful, 
another revolutionary step will be made in the dairy industry. . . . Don’t be 
surprised if that investigation of the SEC into the affairs of Celotex results in 
both the preferred and common being dropped from listing on the Big Board— 
well, maybe that will stop a lot of neophyte speculators from thinking that the 
company makes a cellophane-wrapped laxative. . 


The story that Postmaster General Jim Farley is being groomed as the next 
czar of the motion picture industry may prove to be more than a rumor— 
it would at least remove the haze which has been hanging over the industry. 


General Electric is being classified as a mystery stock on the report that the 
company has developed a device to transmit electric current at a big saving 
—present power lines only being 80 per cent efficient, this is just what the 
utilities need to offset possible rate reductions. . . . Libbey-Owens-Ford is 
interested in “Plexite,” a new safety glass which has so high a degree of flex- 
ibility that it yields on impacts and also does not blotch or discolor. . 5 
Vincent Bendix, president of Bendix Aviation, has just completed a two months’ 
trade tour of Europe and Russia—and he did not come home empty handed. 

Endicott-Johnson has put a lift on its shoe prices running from 23 to 
5 cents per pair—with this advance, however, prices for spring lines will still be 
around ten cents below a yearago. . . . Continental Baking follows General 
Baking’s lead in experimenting with Vitamin A bread. . . . Weston Electrical 
Instrument has developed a “Synchroscope” which indicates different speeds 
within one revolution—South American papers please copy. 
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Time 
to Make Good 


brains, 
ability, opportunity, you will 
make good. That’s a certain- 
ty. What’s not so certain is 
whether you'll have the time. 

Worrying about it can im- 
pair your efficiency and it 
really isn’t necessary, if you 
put life insurance on the job 
to protect those you must 
make good for. It guarantees 
them a regular pay check, 
even if you cant bring it 
home personally. 

Why not look into it? 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 


Please send me your booklet, *' Answer- 
ing An Important Question.’’ 


OUTLOOK FOR 
——UTILITIES?= 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 


BABSONCHART 
Diy. 29-48, Babson Park, Mass. 


Market Drop 
Like In °34? 


Send for FREE Bulletin FWJ-26 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


“Market Action” Tells You 


What to Buy 
TR When to Sell 


Or free sample copy of this weekly bulletin on request. 


WETSEL MARKET BUREAU, Inc. 


624A Empire State Bldg., New York City 
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%& The ratings used are from 


The Financial World Inde- 
“Last B 


pendent Appraisals. 
& B” refers to the last pre- 
vious item in this department. 


Addressograph-Multigraph 4 C+ 

Shares continue attractive for new 
speculative commitments around 8. 
That 1934 was the company’s most 
profitable year since 1931 is indi- 
cated in the figures for the eleven 


- months ended November 30, 1934, 


which showed around 50 cents a 
share. Operations for 1933 resulted 
in a deficit of 43 cents, as compared 
with a loss of 52 cents in 1932. The 
company wound up the year with al- 
most $550,000 in cash, against $310,- 
657 at the close of 1933, while ac- 
counts receivable increased to $2.6 
millions from $2.4 millions. (Last 
B&B, Nov. 21, ’34.) 


American Stores 4 A 

Continues attractive for income 
and moderate profit possibilities 
around 41 (yield, 6%). Sales for 
1934 totalled $114.4 millions, against 
$109.4 millions in 1933, an increase 
of only 43 per cent and suggesting 
that profits for the year will do well 
to approach the $3.22 a share for 
1933. Higher costs offset the gain 
which should have come from in- 
creased volume. The new threat of 
a sales tax in New Jersey may have 
some effect upon future earnings as 
the chain handles many products 
other than food, but it is expected 
that if the tax is enacted it will be 
passed directly to the consumer. 
(Last B&B, Nov. 14, ’34.) 


Auburn 4 Cc 

Continued avoidance of the shares 
is counseled at 25. Net deficit in the 
fiscal year ended November 31, 1934, 
of $16.31 per share compares with 
the loss of $10.33 in the preceding 
12 months. Introduction of 1935 
lines was accompanied by reports of 
an improved public acceptance, but 
profitable operations are unlikely this 
year under reduced public buying of 
higher priced lines. Merger pros- 
pects link the company with other 
independent manufacturers, but re- 
ports state that there remain many 
formidable obstacles to any agree- 
ment. (Factograph No. 209, Last 
B&B, Sept. 5, 


Bayuk Cigar 4 c+ 

Holdings advised for retention at 
35 (FW, July 25, ’34), may be re- 
tained at current prices around 42 
(indicated yield, 6.3%). The 1934 
annual report of Bayuk Cigar which 
is due for publication next week is 
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expected to show around $8 a share 
earned, as compared with $5.11 in 
1933. Larger profits are due entirely 
to increased sales of “Bayuk Phil- 
lies” which were reduced from 10 
cents each to a nickel in 1933. Well 
entrenched financially with ample 
funds for current expansion, the 
company could well afford to con- 
sider a more generous dividend pol- 
icy. Last year $1 in cash and 4 
per cent in stock was paid. (Last 
B & B, July 25, ’34.) 


Borden 4 C+ 

Holdings on the basis of income 
may be retained at current prices 
around 24 (yield, 6.6%). The com- 
paratively high yield on Borden has 
reflected some uncertainty as to the 
action to be taken at the dividend 
meeting January 29. Company prob- 
ably did not earn its $1.60 annual 
dividend last year but it is believed 
that a better showing than the $1.06 
a share for 1933 will be reported. 
There are still many problems in 
the milk situation to be solved but 
the fall advance in butter and egg 
prices was helpful. (Factograph No. 
70, Last B&B, Aug. 1, ’34.) 


Commonwealth Edison 4 c+ 

Long term holdings of small 
amounts for income may be retained 
around 52 (yield, 7.6%). According 
to estimates Commonwealth Edison 
covered its $4 annual dividend last 
year with a small margin to spare. 
This is without allowance for any 
return of state sales tax accruals to 
1934 income as a result of the De- 
cember decision of the Illinois Su- 
preme Court, holding that public 
utilities are not subject to this tax. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 


Bristol-Myers 
Filene’s 


White Rock 


Radio “A” 
Wileox 


AMONG THE BULLS AND BEARS 


%& Data obtained from sources 
regarded as reliable, but no 
responsibility is assumed for 
their accuracy or for the 
opinions which are offered. 


Commonwealth & Southern 4 D+ 

Speculative commitments in the 
$6 preferred at 33 (yield, 18.1) and 
the common at 14 may be retained 
for long term holding. The pre- 
liminary report for 1934 shows con- 
solidated net of $7.5 millions, a 
decline of less than 10 per cent from 
1933. Earnings on the $6 preferred 
amounted to $5.02 a share, against 
$5.46 in 1933. Management could 
afford to dip into surplus to make 
up the difference and maintain the 
dividend but just how much longer 
this policy will be pursued is un- 
certain. While utility stocks are still 
laboring under the pressure of po- 
litical propaganda, there has recently 
been evidence of a higher degree of 
stability in their market action, sug- 
gesting that liquidation in the group 
may have about reached its limit. 
(FW, Oct. 24, ’34.) 


Deere 4 Cc 


As a speculation, the 7 per cent 
preferred (par, $20) recommended 
at 15 (FW, Nov. 14, ’34) may be re- 
tained at current prices of 20 (yield, 
2%), while the common, suggested 
at 25, continues to offer moderate 
possibilities around 28. The im- 
proved agricultural machinery situ- 
ation suggests better days ahead for 
Deere & Company. The annual re- 
port for the fiscal year ended Oc- 
tober 31, 1934, due for publication 
next week, is expected to make the 
best showing since 1931. Prospects 
are that Deere will be one of the 
farm equipment companies to clear 
up accumulations on its preferred 
issue in 1935 and this would place 
the common stock in an interesting 
position. (Last B&B, Dec. 26, ’34.) 


Dome Mines 4 B 

The shares do not offer unusual 
attraction around 36 (indicated yield, 
5.5%). Before allowance for de- 
preciation, depletion and adjust- 
ments, net for 1934 amounted to $4.5 
millions, an increase of almost 16 
per cent over 1933. However, gross 
production declined around 40 per 
cent in the last quarter, and earn- 
ings fell somewhat below earlier ex- 
pectations, although December out- 
put was above that of the like month 
of 1933. Earnings outlook depends 
upon maintenance of gold prices and 
ability to keep operating costs from 
increasing substantially. (Facto- 
graph No. 74.) 
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duPont 4 A 

Continues moderately attractive, 
at 95, for long term holding (yield, 
2.7%). Earnings in the fourth 
quarter amounted to 60 cents a share, 
as. compared with $1.05 per share 
in the comparable 1933 quarter, al- 
though the variation is explained in 
part by the extra dividend of 25 
cents a share paid by General Motors 
in the 1933 period. Earnings last 
year were equivalent to $3.66 per 
share, of which $1.36 was derived 
from holdings of General Motors, as 
compared with $3 per share in 1933, 
including $1.14 from dividends on 
the latter investment. (Factograph 
No. 4, Last B&B, Sept. 19, 34.) 


Gulf States Steel 4 Cc 

The shares offer moderate specu- 
lative attraction as a long term hold- 
ing. Recent price: 13. Higher 
labor costs and absence of sustained 
demand for steel classifications pro- 
duced by the company combined to 
retard earnings in the second half 
of last year and a deficit of $1.62 per 
share was reported as compared with 
the profit of $1.19 per share in the 
final six months of 1933. For last 
year there was a loss of $1 per share 
against net of 27 cents in the pre- 
vious year. Improved conditions in 
the South together with expected 
benefits from the TVA _ program 
should eventually result in profitable 
operations. 


Harbison-Walker 4 C+ 

New commitments, last recom- 
mended at 15 (FW, Nov. 14, 34), 
may still be considered at current 
prices around 19 (yield, 5.2%). 
Harbison-Walker advanced to a new 
high for 1935 following the an- 
nouncement that the quarterly div- 
idend rate had been doubled. On 
March 1 a dividend of 25 cents will 
be distributed, compared with 123 


120 Broadway 


Rehable Service w 


LISTED and UNLISTED SECURITIES 
for 
BANKS, INVESTMENT DEALERS 
and INDIVIDUALS 


HAMMONS & Co. 


INCORPORATED 


Telephone REctor 2-4400 


PHILADELPHIA CHICAGO PORTLAND, ME. 
1616 Walnut St. 231 So. LaSalle St. 120 Exchange St. 
BOSTON LOS ANGELES 
75 Federal St. 634 So. Spring St. 


Direct Wire Facilities to Leading Cities in United States 


New York 


cents paid on December 1, 1934. The 
annual report for 1934, to be pub- 
lished around mid-February, is ex- 
pected to show more than double the 
earnings of 1933 when 42 cents a 
share was reported and with the 
revival in steel underway a further 
gain for the current quarter is an- 
ticipated. In the initial three months 
of last year 21 cents a share was 
earned. (Last B&B, Nov. 14, ’34.) 


Howe Sound 4 B+ 


Suitable for income around 45 (in- 
dicated yield, 6%) and as an inflation 
hedge. Gross revenues in the De- 
cember, 1934, quarter dipped below 
those of the like previous quarter for 
the first time last year and earnings 
were at the lowest rate of the period. 
Net amounted to $3.57 per share in 
1934, as compared with $1.75 in the 
previous year, but declining sales of 
zinc and gold and lower lead prices 
reduced earnings for the second half 
of the year to $1.43 per share, as 


JANUARY 30, 1935 


HAT will be the effect of 
the Gold Clause decision 
on stock prices? This ques- 
tion is now puzzling many 
investors. Is now a time to in- 
vestor not? At times like these 
individual opinion is of little 
value compared to analysis of 
the “averages” in accordance 
withthe Dow Theory. This most 
reliable of forecasting methods 
is based on the composite ac- 
tion of all those in a superior 
position to gauge the trend. 


Which Way do the 
STOCK “AVERAGES” POINT 


120 Broadway 


NEW BOOKLET 


Practical Application of 
THE DOW THEORY 


Send for timely new booklet, 
“Dow Theory Applied to Com- 
mon Stock Investments.” Mailed 
free to any investor upon re- 
quest for Booklet F. 


R. H. WEBER, Publisher 
DOW THEORY 
INVESTMENT SERVICE 
New York 


compared with $2.13 in the initial 
six months. (Last B&B, Dec. 12, 
34). 


Inland Steel 4 B 
Purchases, advised at 44 (FW. 


Dec. 12, ’34), may still be considered 


ona long term basis at current prices 
around 54. Recent strength in In- 
land Steel reflects the possibility of 
a higher dividend when directors 
meet on January 29, as well as the 
fact that the company is operating 
at a higher rate than the average 
for the industry as a whole. Earn- 
ings for 1934 are estimated at ap- 
proximately $3, or six times the 
50-cent dividend paid last year. The 
strong financial position of the com- 
pany warrants a more generous divi- 
dend policy. (Factograph No. 154.) 


Kayser (Julius) 4 c+ 
Stock around 16 does not offer 
outstanding attraction, but moderate 


holdings need not be liquidated at 
this time (yield 3.1%). Earnings in 
the December quarter were prac- 
tically unchanged from the preced- 
ing three months, but for the half 
year, 42 cents per share was re- 
ported as against 30 cents a share 
in the corresponding 1933 period. 
The textile outlook is somewhat 
better at present, however, and in- 
ventories on dealers’ shelves are 
lower. Competition remains rather 
intensive, but company should obtain 
its full share of available business. 
(Factograph No. 80, Last B&B, Aug. 
29’ ’34.) 


Liggett G Myers 4 B 

Holdings of the B stock last recom- 
mended at 96 (FW, Aug. 22, ’34), 
may be retained for income at pres- 
ent levels around 105 (yield, 4.7%). 
Last week’s declaration of $1 extra 
in addition to the regular quarterly 
of the same amount on both the class 
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B and common shares, all payable on 
March 1, continues the policy of re- 
cent years. At the same time the 
annual report for 1934 was made 
public and disclosed that net income 
increased 20 per cent over the pre- 
vious year. Per share earnings were 
$5.92 on the combined class B and 
common shares, against $4.84 a share 
in 1933. (Factograph No, 81, Last 
B&B, Oct. 24, 34.) 


N. Y. Shipbuilding 4 D+ 

Other equities offer more promis- 
ing prospects than the participating 
shares, around 134. Total income in 
the nine months ended September 30 
was approximately half that of the 
like 1933 period, with an even less 
favorable comparison in the results 
for the third quarter. Unfilled con- 
tracts are reported to be fairly sub- 
stantial, and additional business may 
be obtained from the Federal ship- 
building program designed to in- 
crease the naval fleet. But it would 
appear that profit margins will con- 
tinue restricted because of competi- 
tive conditions and high labor costs. 


Owens-Illinois Glass 4 A 

Stock around 87 recognizes com- 
pany’s improving prospects, but long 
term holdings need not be disturbed 
(yield 4.6%). According to prelimi- 
nary estimates, earnings in 1934 
were equivalent to $5.42 per share, 
as against $4.86 in 1933 after allow- 
ance for preferred dividends. Com- 
pany is attempting to develop new 
sources of income, but earnings are 
not likely to record substantial gains 
in the current year. Thus the chief 
attraction in the stock is for income. 
(Factograph No, 39, Last B&B, Nov. 
28, ’34.) 


Procter & Gamble 4 B+ 

Holdings advised for retention at 
38 (FW, Oct. 10, ’34), may be main- 
tained at current levels around 45 
(yield, 3.7%). Earnings of $1.11 a 
share for the six months ended De- 
cember 31, 1934, against $1.03 in the 
same period of 1933, justifies the 
20-cent extra recently declared in 
addition to the regular quarterly dis- 
tribution of 373 cents. Better stabil- 
ization of soap prices as well as the 
advance in lard, which naturally in- 
creases the use of the company’s 
“Crisco,” are developments which 
should enhance earnings for the cur- 
rent quarter. (Factograph No. 63, 
Last B&B, Oct. 10, 734.) 


R.C.A. a Cc 

Class A 7 per cent preferred 
around 58 and class B $5 preferred 
around 39 continue to offer attrac- 
tion while common at 5 still offers 
best representation in the radio in- 
dustry. The surprise action of di- 
rectors in declaring a payment of 
all arrears on the class A preferred 
stock from April 1, 1932, to Decem- 
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WEEKLY RECORD OF EARNINGS 


12 Months to December 31 
1934 1 


EARNED PER SHARE 


ON COMMON STOCK: 933 
Amer. Superpower 4$1.28 $1.99 
Caterpillar Tractor 1.94 0.16 
Commonwealth & Southern......... p5.02 p5.46 
Great Northern Iron Ore........4- 0.37 0.19 
Gulf States Steel. nil 0.63 
Hudson & nil nil 
Virginia Iron, Coal & Coke....... nil nil 

6 Months to December 31 
Amer. Agricultural Chemical...... nil nil 
Brooklyn & Quens Transit......... p2.41 0.23 
Brooklyn-Manhattan Transit ...... 2.76 3.42 
Paraffine Companies ............. 1.30 2.16 

3 Months to December 31 
Kelvinator Corp. .......... er nil nil 
Pennsylvania Coal & Coke........ nil nil 


Auburn Automobile ............. nil nil 


General Tire & Rubber........... 5.79 2.67 
Naumkeag Steam Cotton.......... 3.08 0.38 


7 on first preferred. p on preferred stock. 


ber 31, 1934, payable February 19, 
indicates that a stockholder can 
never tell what the management is 
going to do next. Just before Christ- 
mas officers of the company an- 
nounced that plans for recapitaliza- 
tion had been dropped, without 
giving any explanation, and at the 
same time the prices of all classes 
of stock also dropped. The paying 
off of the $9.623 a share arrears on 
the class A preferred still leaves an 
accumulation of $16.25 a share on 
the class B preferred and it is ex- 
pected that this matter will be 
ironed out when a recapitalization 
plan is finally formulated. (Facto- 
graph No. 17, Last B&B, Nov. 28, 


Safeway Stores 4 B 4. 

Stock may be retained for income, 
but prospects of substantial appre- 
ciation in price appear lacking 
(yield, 7.2%). Although sales vol- 
ume held up well in the closing 
months of last year and showed an 
increase of 10 per cent for the period 
over 1933, it is not expected that 
earnings in the final half will greatly 


exceed the $1.61 per share shown in 


the first six months of the year. 
Earnings for 1934 may be tentatively 
estimated at around $3.60 per share, 
which compares with $3.76 per share 
in 1933 and $6.34 in 1932. In the 
latter year, sales were but 2 per 
cent above 1934 volume, but in- 
creased operating costs have greatly 
reduced profit margins, net amount- 
ing to but 1.53 cents on each dollar 
of sales in the first half of the year. 
(Factograph No. 143.) 


Spalding (A. G.) 4 D+ 

More promising opportunities are 
available elsewhere. Recent price: 
7. Net sales gained 15 per cent in 
the fiscal year ended October 31, 


1934, but partly due to higher ex- 
penses and raw material costs, there 
was an operating deficit of $3.06 per 
share of common, after allowance 
for preferred dividends, as against 
the loss of $7.27 per share in the 
like previous period. Finances are 
in good order and current operations 
are at a better rate, but increased 
competition will probably continue 
to retard earnings progress, (Last 
B&B, Oct. 3, 34.) 


Standard Oil (N. J.) 4 B+- 

One of the more attractive of the 
oil group. Recent price: 42 (yield, 
8%). While the 1934 annual report 
for Standard Oil (N. J.) will not 
be available until mid-May, estimates 
last week placed earnings around 
$1.40 a share, against 97 cents in 
1933. This indicates good coverage 
for the $1 regular dividend and 25- 
cent extra paid last year; further 
earnings gains would warrant a more 
generous dividend policy this year. 
Reports were also circulated last 
week of a possible merger of Stand- 
ard Oil of Kentucky with S.O.N.J. 
to be worked out on the basis of an 
exchange of shares. Kentucky Stand- 
ard is selling around 21 on the New 
York Curb or at about half the price 
of Jersey Standard. (Factograph 
No. 18, Last B&B, Jan. 16.) 


U. S. Leather 4 D+ 

The 7 per cent preferred at 55 
may be retained on a speculative 
basis, but the class A and common 
at 11 and 6, respectively, are con- 
sidered as relatively unattractive. 
Operations were on profitable basis 
in the first six months of the fiscal 
year ended October 31, 1934, but 
the disruption of the hide market 
affected sales and caused heavy in- 
ventory adjustments. For the year 
there was a loss of $1.9 million, 
before allowance for dividends on 
the preferred, as against the profit 
of $981,000 in the ten months ended 
October 31, 1933. Company pur- 
chased 1,000 shares of prior pre- 
ferred last year at an average cost 
of $69.96 per share, which reduces 
both capitalization and the amount 
of dividend arrears. Outlook at 
present is more encouraging, but 
leather prices remain low. (Last 
B&B, Aug. 29, ’34.) 


Virginia Iron, C.& C. 4. D+ 
Representation in the common, 
around 5, is not advised. Gross ex- 
panded seasonally in the fourth 
quarter, but after allowance for 
preferred dividends there was a 
deficit of 3 cents per common share 
as against the loss of 48 cents in 
the comparable preceding quarter. 
For the year, according to prelimi- 
nary estimates, the loss amounted to 
$1.24 per common share against the 
deficit of $1.84 per share in 1933. 
The long range outlook remains un- 
promising. (Factograph No. 90.) 
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Why This Activity? 


aD to Street Gossip: 

AMERICAN SMELTING: Insiders 
are rather cheerful, with foreign 
business picking up moderately. One 
of the operators has been active on 
the long side over the past week, 
and expects favorable copper news 
shortly. 


AMERICAN TELEPHONE: Most of 
the offerings in the early days of 
the week were supplied by an in- 
vestment trust which liquidated its 
holdings. The short interest in the 
stock remains fairly large. 


BorG WARNER: Favored purchase 
by several investment counsel, and 
Detroit is also cheerful. 


CASE: Rumors about possible pre- 
ferred dividend action are believed 
premature. Most of the buying in 
both preferred and common comes 
from the operator who has been 
identified with previous moves in the 
stock. 


CONTINENTAL CAN: A new group 
is starting operations, but profit tak- 
ing has been fairly extensive re- 
cently. 


DOME MINES: Some selling after 
the earnings statement, but the 
sponsors are still bullish, and expect 
better things. 


GENERAL ELEcTRIC: Activity has 
the Street guessing as to its source. 
Buying is scattered but persistent, 
and orders are for large blocks. One 
thought is that holders of the called 
special stock are switching to the 
common; another is that several in- 
vestment trusts are buying. Both 
are probably true and there has been, 
in addition, some public buying on 
the Federal program. And yet, the 
stock acts as though under group 
sponsorship, but the Boston operator 
admits nothing. 


INTERNATIONAL PAPER: Insiders 
sold after the unfavorable develop- 
ment on newsprint prices for the 
first half of next year. 


LIGGETT & Myers: Selling orig- 
inates in the South for the most part, 
but there has also been some in- 
vestment trust liquidation. 


MONTGOMERY WARD: Small buy- 
ing from Chicago on soft spots; but 
it has not been impressive. 


NEW YORK CENTRAL: Harboring 
a rather large short interest, mostly 
professional. Buying is scattered, 
although several large blocks have 
been taken from the market in the 
past two weeks. 


NATIONAL DEPARTMENT STORES: 
Reported under accumulation by 
Morrow-Hedden group. 
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UNITED AIRCRAFT: Floor traders 
and the Broad Street house are still 
long, but a large trading account 
went out of the stock last week. 


U. S. SMELTING: Boston still likes 
the outlook for the stock, but has had 
to absorb considerable offerings re- 
cently. 


WESTINGHOUSE: Some accounts 
were shifted to General Electric and 
Allis-Chalmers but, for the most 
part, speculative holdings are un- 
changed. The group at the uptown 
hotel is still in command. 


John Muir Dies 


OHN MUIR, who founded the 

brokerage house of John Muir & 
Company in 1898, died last week at 
an age of 87. Long a familiar figure 
in Wall Street, he was one of the 
leaders in championing the cause of 
the small investor, having long spe- 
cialized in “odd lot” transactions and 
was among those who was instru- 
mental in popularizing “baby” bonds 
of railroads, public utilities and in- 
dustrial corporations long before 
World War when bonds of small 
denominations were featured in the 
Liberty Loan drives. Mr. Muir was 
also the author of a number of pam- 
phlets on thrift which were distrib- 
uted by a resolution of Congress. 
Long noted for his strength of char- 
acter and tenacity of purpose, John 
Muir’s passing was received with 
much regret by the older members 
of the Wall Street fraternity. 


Bond Redemptions 


HE following bonds have been 

called for redemption in their 
entirety or in substantial blocks. 
Numbers of called bonds can be 
obtained from trustees or coupon 
paying agents. 


Bond Amount Date 

Amer. Machine & Foundry 6s, 1939.... entire Apr. 1 
Annapolis & Chesapeake Bay Power Ist 

6s “A”, 514s and “C",1948..... entire June 1 
Atlantic Steel Ist 6s, 1941............. entire Mar. 1 
Canadian Cottons, Ist & ref. 5s, 1940... entire July 2 
Cherry Burrell deb. 6s, 1938........... $250,000 Feb. 1 
Credit Consort. of Italy ext. sec. 7s, 1937. 267,000 Mar. 1 
Credit Consort. ‘‘B” 7s, 1947.......... 148,000 Mar. 1 
Finn. Guar. Munic. Loan 614s ““B", 1954 entire Apr. 1 
General Baking deb. 514s, 1940........ entire Feb. 1 
General Electric 314s, 1942............ entire Aug. 1 
General Motors Acceptance 5s “J”, 1936. entire Mar. 1 
General Petroleum Ist 5s, 1940........ entire Feb. 15 
Gt. Cons. Elec. Pr. (Japan) Ist 7s,1944.. 450,000 Feb. 1 
Hamakua Mill Ist 7s, 1937............ entire Feb. 1 
Intertype Corp. deb. 514s, 1942....... 100,000 Feb. 1 
Kansas City Pr. & Lt. Ist 414s “B”, 1957 3,000,000 Mar. 1 
Louisville Gas & Elec. deb. 6s, 1937.... entire Feb. 5 
New York, City of, rev. 4s, 1936....... 5,004,000 Feb. 21 
Pittsburgh Coal deb. 6s, 1949......... 1,045,000 Feb. 1 
Signal Mt. Portland Cement Ist 6s, 1936 entire Feb. 1 
Toho Electric Power Ist 7s, 1955...... 275,000 Mar. 15 
Western Tablet & Sta. Ist 6s, 1941..... 1,000,000 Apr. 1 


Westvaco Chlorine Prod. deb. 514s, 1937 89,000 Feb. 18 
Youghiogheny & Ohio Coal Ist 6s, 1945. 116,000 Feb. 1 


Postum, a wholesome beverage 
made from roasted whole wheat 
and special bran, is the meal- 
time drink in 2,500,000 homes 
—a favorite for 40 years with 


young and old alike. 


One of the products of 


GENERAL 
FOODS 


250 Park Avenue, New York City 


Financing 
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Inquiries solicited from 
responsible sources 
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120 Broadway New York City 
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Dividends Declared 


Regular 
Pe- Pay- Hdrs. of 
Company Rate riod able Record 
Allied Kid $6.50 pf. Q Feb. 1 Jan. 21 
Armstrong Cork..............1 .. Mar. 1 Feb. 14 
Bank of Montreal... 2 Q Mar. 1 Jan. 31 
Bohack (H. C.) pf.. % Feb. 15 Jan. 25 
Bristol-Myers... 50c Mar. 1 Feb. 11 
Canadian Bank of Gens ene ceeee $2 Q Mar. 1 Jan. 31 
S Feb. 1 Jan. 17 
Chicago Yellow Cab........... 25c Q Mar. 1 Feb. 19 
Colgate-Palm Peet............ 124%c Q Mar. 1 Feb. 8 
DBE RRS $1.50 Q Apr. 1 Mar. 5 
pw. Ry. & Lt. pf. B.. .$1.6244 Q Feb. 1 Jan. 15 
Conn. Lt. & -% 614% pf... .$1.6244 Q Mar. 1 Feb. 15 
Q Mar. 1 Feb. 15 
Consolidated | 15e Q Mar. 1 Feb. 18 
Q Apr. 1 Mar. 21 
Derby Gas & El. $7 pf........ $1.75 Q Feb. 1 Jan. 22 
eS 1.62% Q Feb. 1 Jan. 22 
Dow Chemical................. Q Feb. 15 Feb. 1 
Emerson Bromo Seltzer “A 40c 3 Feb’) 1 Jan. 24 
40¢ Feb. 1 Jan. 24 
i Power 7% pf. A.......$1.75 Q Mar. 1 Feb. 15 
Ye Q Mar. 1 Feb. 15 
‘Foods 45c Q Feb. 15 Feb. 1 
Gt. Lakes Dredge & Dock... ... . 25c Q Feb. 1 Feb. 5 
Q Mar. 1 Feb. 15 
25e Q Mar.11 Mar. 5 
Harbison-Walker pf.......... $1.50 Q Apr. 20 Apr. 8 
Hibbard Spencer Bartlett... .... 10c M Feb. 15 Feb. 22 
_\ Q Feb. 15 Feb. 1 
CERT. $1.50 Q Feb. 15 Feb. 1 
Idaho $1.75 Q Feb. 1 Jan. 15 
Do n. p. . $6 pi. .....-. $150 Q Feb. 1 Jan. 15 
50c .. Mar. 1 Feb. 4 
Interst. Hos. Mills.............. 50e Q Feb. 15 Feb. 1 
50e Q May 15 May 1 
Int. Harvester pf... ......... $1.75 Q ar. 1 Feb. 5 
Irving Air Chute.............. 10c .. Apr. 1 Mar. 15 
Kayser (Julius)................ 25c .. Feb. 15 Feb. 1 
Kelvinator Corp........... .124%e .. Apr. 1 Mar. 5 
Kings County Trust........... $20 Q Feb. 1 Jan. 25 
Lehigh Pr. Securities $6 pf....$1.50 Q Feb. 1 Jan. 26 
Lerner Stores 619% pf...... $1. 6215 Q Feb. 1 Jan. 23 
Life Savers 40c Q Mar. 1 Feb. 1 
Liggett & Myers Q Mar. 1 Feb. 15 
Q Mar. 1 Feb. 15 
Lindsay Light Q Feb. 11 Feb. 2 
Louis. & Nash. R.R........... $1.50 S Feb. 25 Jan. 31 
Louisiana Pr. & Lt. $6 pf...... $1.50 Q Feb. 1 Jan. 18 
Monsanto Chemic..............25e Q  Mar.15 Fcrb. 25 
Montreal Let. H. & P........... $2 Q Feb. 15 Jan. 31 
National Biscuit pf........... $1.75 Q Feb. 28 Feb. 14 
National Pr. & Lt..............20e .. Mar. 1 Feb. 4 
New Bruns. Fire Ins........... 50e S Feb. 1 Jan. 22 
ee eee 50c Q Feb. 1 Jan. 26 
$1.75 Q Feb. 1 Jan. 26 
New Rochelle Water 7% pf....$1.75 Q Mar. 1 Feb. 20 
Norfolk & West. R.R............ $2 Q Mar. 19 Feb. 28 
Owens-Ill. Glass................ $1 Q Feb. 15 Jan. 30 
Q Feb. 4 Feb. 2 
Pacific Gas & El. 6% pf....... 3746e Q Feb. 15 Jan. 31 
Do 546% pl.........---+-- 343¢c Q Feb. 15 Jan. 31 
Pennsylvania R.R............-. 50c .. Mar.15 Feb. 15 
Phillips Petroleum.............. 25c .. Mar. 1 Feb. 15 
Pilisbury Flour Mills.... ...... 40c Q Mar. 1 Feb. 15 
Princeton Water (N.J.)........75¢ Q Feb. 1 Jan. 20 
Quebee Q Feb. 15 Jan. 25 
Reynolds Metals............... 25e Q Mar. 1 Feb. 15 
Rick's, @ Keb. 1 
-Shenango Valley Water pf..... $1.50 Q Mar. 1 Feb. 20 
Sioux City Gas & Elec. pf..... $1.75 Q Feb. 11 Jan. 31 
So. Carolina Power $6 Ist pf...$1.50 Q Apr. 1 Mar. 15 
Southeastern Mass. P. & E...... 68c .. Jan. 31 Jan. 17 
Syracuse Lte. 6% pf..........$150 Q Feb. 15 Jan. 19 
$1.62144 Q Feb. 15 Jan. 19 
Q Feb. 15 Jan. 31 
por $1.75 Q Feb. 15 Jan. 31 
Tenn. Power 5% pf. $1.25 Q Apr. 1 Mar. 15 
$1. Q Apr. 1 Mar. 15 
$1.75 Q Apr. 1 Mar. 15 
$1.80 Q Apr. 1 Mar. 15 
Thommeon (5. Q Feb. 15 Feb. 5 
United Eng. & Fdry............ 25c Q Feb. 8 Jan. 29 
$1.75 Q Feb. 8 Jan. 29 
Utica G. & E. $6 pf....... ....$150 Q Feb. 1 Jan. 16 
RRR... $1.75 Q Feb. 15 Feb. 1 
Accumulated 
Associated Dry Goods Ist pf..... $3 .. Mar. 1 Feb. 7 
Chain Stores Invt. pf............ $1... Feb. 1 Jan. 16 
Fair, The pf.. _......$5.25 .. Feb. 15 Feb. 6 
Houdaille-Hershey $2 .. Feb. 5 Jan. 30 
Utilities Corp. $7 pf... .. .. Feb. 1 Jan. 24 
4334c .. Feb. 1 Jan. 24 
Radio Corp. ..$9.62144 .. Feb. 15 Jan. 29 
Bristol-Myers................-. 10¢ .. Mar. 1 Feb. 11 
Carolina InsuranceCo..........10e .. Feb. 1 Jan. 17 
Liggett & Myers................ .. Mar. 1 Feb. 15 
.. Mar. Feb. 15 
Norfolk & West. R.R............. 3 .. Mar.19 Feb. 28 
Irregular 
Harbison-Walker............... 25e Mar. 1 Feb. 11 
Reduced 
EE 40c Q Feb. 1 Jan. 25 
Grand Union Co. pf........... 374%4c Q Mar. 1 Feb. 8 
Illum. & Pow. Securities. ........ $1 .. Feb. 8 Jan. 31 
United Gas Improvement.........25¢ .. Mar.30 Feb. 28 
Resumed 
Bohack Realty pf............... 25c .. Feb. 15 Jan. 25 
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The Bond Market 


* Under the leadership of U. S. Government obligations, 

high grade railroad, public utility and industrial bonds 

displayed impressive strength, a number of prominent gilt 
edged issues recording new highs. 


Baby Bonds Again 


ONSIDERING the heavy concen- 

tration of bank funds in Govern- 
ment obligations, further large scale 
purchases of Governments by bank- 
ing institutions might lead to a 
situation which would be viewed 
with alarm, not only by the conserva- 
tive economists who have already 
sounded many warnings, but also by 
many who have taken a more 
“liberal” view of banking develop- 
ments up to the present time. The 
large deficits predicted for the 
1934-35 and 1935-36 fiscal years 
clearly indicate the desirability of 
wide public participation in future 
Government bond offerings. The 
Doughton Bill, providing for issues 
of Government obligations in de- 
nominations as small as $25, bearing 
interest not in excess of 3 per cent, 
would give the necessary legal au- 
thorization. However, there is con- 
siderable doubt that anything like 
the success which attended the 
Liberty Bond sales drives will be 
attained. Large sales of Govern- 
ments to the public would have im- 
portant repercussions the 
status of the small and medium 
sized banks of the country. Assum- 
ing that the Treasury’s sales efforts 
should be successful, the money for 
the purchase of the baby bonds 
would come largely from savings ac- 
counts and time deposits in these 
banks. If the interest rate on the 
new bonds should’ be high enough 
to attract the small depositor, the 
effects upon some country banks 
might be deflationary. On the other 
hand, if the rate is not fixed high 
enough to make the bank interest 
rate seem unattractive, the bond 
sales probably would not be espe- 
cially successful. The incentive of 
added safety would be lacking, in 
respect to deposits totaling not more 
than $5,000, since the Government 
now guarantees these deposits 
through the FDIC. 


Pressed Steel Car 5s 


Despite improvement in the oper- 
ating status of the company, these 
bonds do not appear especially at- 
tractive at current prices above 50. 
The sharp rise in price of Pressed 
Steel Car 5s early last week was 
apparently based upon the report of 
the receivers of this company for the 
period from December 1, 1933, to 
November 1, 1934, showing an oper- 
ating profit of $348,383. While a 
profit of this amount on operations 
is mildly encouraging, largely upon 


the basis that it permitted a moder- 
ate reduction in the amount of out- 
standing receivers’ certificates, it 
must be remembered that the re- 
ceivership accounting does not in- 
clude normal depreciation charges or 
bond interest, a fact which is prob- 
ably overlooked by many of those 
who have participated in the recent 
speculative enthusiasm for securities 
of companies in bankruptcy or re- 
ceivership. 


Swift & Co. 5s, 1940 


Not attractive for new commit- 
ments at current prices around 103 
in view of possibility of redemption 
at 1014. Although the management 
denied reports that definite arrange- 
ments had been concluded for flotation 
of $25 million 3? per cent notes for 
the purpose of refinancing the 5 per 
cent notes due in 1940, an official 
admitted that the company would 
consider any “advantageous pro- 
posal.” In view of the high credit 
standing of the company and the 
reduced cost of new offerings under 
the amended registration forms pro- 
mulgated by the SEC, it would ap- 
pear that Swift might logically reap 
the advantages of current extremely 
low money market rates. Private 
sale of a new issue of notes would 
doubtless be feasible if acceptable to 
the management. 


Delaware & Hudson ref. 4s 


Commitments held as part of 
diversified bond lists need not be 
disturbed. The decline in the mar- 
ket price of this issue during the 
past two weeks is ascribed to depre- 
ciation in the value of assets of the 
Delaware & Hudson Company result- 
ing mainly from the losses recorded 
in the market for New York Central 
common stock, of which D. & H. is 
a large holder. Since the railroad 
company apparently earned only 
about 30 per cent of fixed charges 
in 1934 as against 24 per cent in 
1933 and only 4 per cent in 1932, 
the relatively high market prices at 
which the bonds have been selling 
reflected primarily the financial 
strength of the holding company. 
The bonds are an obligation of the 
latter as well as of the railroad 
operating company. Information 
concerning the status of the holding 
company’s investment portfolio is 
not up to date, since the company 
reports only once a year, but it 
appears to be a safe assumption that 
a substantial part of the company’s 
assets has been maintained in liquid 
form. 
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The Commodity Situation 


Rather aimless price course is pursued by commodities, 
following setback induced by fears that Supreme Court 


gold decision would be against the government. 


. . . Grains 


first to shake off lethargy, corn resuming down trend in antic- 
ipation of Argentine receipts. . . . Cotton quota for 1935 
proves actually to be 11 million bales. 


the sharp setback 
and moderate recovery in com- 
modities immediately preceding the 
Monday on which the United States 
Supreme Court was expected to an- 
nounce its decision in the so-called 
gold clause suit—but did not—com- 
modities pursued a rather aimless 
course. There were a number of 
developments which, in normal 
course, might have influenced prices 
or have assisted in clarifying trade 
views, but in the uncertainty that 
surrounded the pending court deci- 
sion the effects were minimized and 
only scant consideration was ac- 
corded to them. Sugar, cocoa, silk 
and other commodities on which we 
depend in whole or large part for 
our domestic consuming require- 
ments were generally firm, but 
extreme nervousness appeared at 
times in grains and cotton. Wheat 
and corn alone seemed fairly respon- 
sive to changes in current conditions 
and in developing prospects, but even 
in this section it required almost a 
week to shake off the lethargy that 
succeeded the setback. 


The Wheat Situation 


While there has been an official, 
and acceptable, denial of the report 
which circulated freely for a week 
or more to the effect that the Cana- 
dian Government intended to put a 
15-cent export bounty on wheat, the 
report had appeared logical in view 
of the apparent difficulties encoun- 
tered by the Canadian pool in main- 
taining the peg on Canadian wheat 
at Winnipeg at 80 cents, and the 
practical inability of Canadian wheat 
to compete with Argentine and 
Australian grain in the international 
trade, neither of these having to 
contend against a governmental prop. 
France also is a serious competitor, 
and French wheat likewise is un- 
hampered by any official peg. 

As might have been expected, the 
cold wave which spread throughout 
the country was accompanied by 
lamentations from the winter wheat 
areas to the effect that the cold had 
injured the plant because of an in- 
adequate snow cover. This is a 
familiar plaint. It appears to be a 
part of the technic of wheat grow- 
ing. It is heard every year, but even 
before the spring sets in in earnest 
the final echo usually has died away. 

Corn prices continue to droop, the 
spread between wheat and corn 
widening further as the demand for 
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cash corn dwindles and holders show 
a willingness to sell. Futures also 
reflect the changed sentiment towards 
the cereal, the occasional bulges in 
quotations meeting free offerings. 
The probability of imports from the 
Argentine has sobered corn enthu- 
siasts, particularly as the latest 
figures from the southern hemi- 
sphere have further increased the 
Argentine’s bumper crop forecast. 

Day-to-day irregularity at times 
obscured the fact that cotton prices 
have made virtually no progress in 
either direction. The 1935 produc- 
tion quota announced by the Depart- 
ment of Agriculture proved some- 
what more bearish than first inter- 
pretations of it, for it developed later 
that the figure of 10.5 million bales 
comprehended net weights, the total 
being equivalent to 11 million bales 
of 500 pounds gross weight, which 
is the way cotton is usually calcu- 
lated. Exemption certificates for ap- 
proximately 700 thousand bales is- 
sued against the 1934 crop have not 
yet been used, and it is considered 
likely that about half this number 
will be allowed to expire. The bear- 
ish implication of an 11 million 
gross weight bale crop was without 
particular result on the market, how- 
ever, which holds rather doggedly 
around the 124 cent level for May. 
To some extent, also, it was counter- 
acted by the growth of the move- 
ment for the removal or modification 
of the processing tax, by the obvious 
willingness of mills to buy cotton on 
the setbacks, and by the reports that 
the Indian crop calculation again has 
been lowered as a consequence of 
frost damage. 


Desk-Pounding 
Not Enough 


OUNTER to the trend of Wash- 
ington officialdom on banking is 
the following statement: 

“T do not think that anybody here 
in Washington can tell them [banks] 
what to do because, after all, their 
responsibility is to their depositors. I 
do not think that all the pounding of 
desks in the world will compel a 
bank to make a loan unless the man- 
agement wants to do it.” 

Secretary of Treasury Morgenthau 
spoke the foregoing at a committee 
meeting in the capital. It is reassur- 
ing that the Government does not 
yet think it owns the banks. 


GRAIN TRADERS 


Our bulletin of January 28th is a special 
6-page bulletin featuring Trading Rule 
Nineteen which, in our opinion. is the best 
rule ever compiled for following the trend. 
We show this rule checked with the actual 
market for the past 12 months. A check 
was also made with the 1933 market 
wherein the profits were five times the 
losses. 

Our bulletin of February 4th will show the 
effect on the market of a small but in- 
creasing open interest: a large but decreas- 
ing open interest; market significance of 
large or small daily volume: corn-hogs price 
ratio; carry-over; small crops followed by 
large crops, etc. 

We will send the bulletin of January 28th 
at once, and the bulletin of February 4th 
when issued, on receipt of $1.00. 


AINSWORTH'S FINANCIAL SERVICE 
Box 605 Mason City, Illinois 


DIVIDEND 


REYNOLDS METALS COMPANY 


19 Rector Street, New York City 
A dividend of Twenty-five Cents (25¢) a share 
on the outstanding capital stock of REYNOLDS 
Metats Company, a Delaware corporation, has 
been declared, payable March 1, 1935, to 
holders of record on February 15, 1935. 
The transfer books will not be closed. Checks 
will be mailed by Bankers Trust Company. 


Wu. S. D. Woops, Assistant Secretary, 


YOUR 
TAX 
PROBLEMS 


HE FINANCIAL WORLD is 

pleased to announce that it has 
secured the cooperation of Perley 
Morse & Company, a leading firm of 
Certified Public Accountants, to as- 
sist subscribers in the solution of 
their tax problems. During the past 
25 years this firm has been retained 
for audits, investigations, tax mat- 
ters and in advisory capacities by 
various departments of the Federal 
and State Governments, and during 
the 35 years of its life has been 
regularly retained as auditors and 
accountants by practically every type 
of industry or class of business. 


Annual subscribers to THE FINAN- 
CIAL WORLD are privileged to submit 
directly to Perley Morse & Company, 
in writing, simple problems concern- 
ing income taxes. Complicated prob- 
lems, matters involving research, or 
preparation of returns will be han- 
dled on a fee basis (with estimates 
furnished without the subscriber in- 
curring any obligation). 


Address your inquiries to Perley 
Morse & Company, 165 Broadway, 
New York City, stating that you 
are an annual subscriber to THE 
FINANCIAL WORLD and inclosing a 
stamped self-addressed envelope. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


To expedite handling, each mailing request 
should be limited to a single item, plainly 
printed together with name and address. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


ODD LOTS—A prominent firm, member of the New York Stock 
Exchange, offers this valuable booklet which, besides giving 
useful trading facts, contains marginal requirements and 
commission charges. 


EXPLANATION OF OIL AND GAS ROYALTIES—Is the title 
of an interesting descriptive booklet issued by a well-known 
oil royalty house. 


THE RECORD OF 528 ACTIVE STOCKS LISTED ON N. Y. 
STOCK EXCHANGE—Covers, with price, dividend earnings 
and capitalization data, and in addition 238 active N. Y. Curb 
Exchange stocks. Gives low price for period July, 1933, to 
Dec. 1, 1934. Contains data on funded debt, cash and Govern- 
ment securities held by these companies, current assets, cur- 
rent liabilities, etc. 


SOME FINANCIAL FACTS—A 24-page booklet containing a 
brief description of the American Telephone & Telegraph 
Company and the organization and operations of the Bell 
System. It is illustrated throughout with maps, graphs and 
charts, and is of interest to every investor in public utility 
securities. 


INVESTING AND TRADING UNDER THE NEW SECURI- 
TIES EXCHANGE ACT—Possible effects of the new Securi- 
ties Exchange Act from the standpoint of the trader and 
investor are summarized in this pamphlet. 


HOW TO ANALYZE COMMON STOCKS—A most concise 
theory for determining the bottom for stock prices is fully 
described in this booklet. All of the essentials of price set- 
ting are boiled down to four simple rules. 


POINTING THE WAY TO MARKET PROFITS—60-page 
brochure has been prepared with the purpose of supplying 
the average investor and trader with a comprehensive and 
clear-cut understanding of a highly enlightening course of 
instruction. 


MARKET INDEX—A weekly bulletin covering general reflec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington influence and Business 
a signals. Also definite recommendations of low-priced 
stocks. 


DOW THEORY APPLIED TO COMMON STOCK INVEST- 
MENTS—A timely new booklet explaining the practical appli- 
cation of The Dow Theory. 


WHAT BOOKS WILL INCREASE YOUR INVESTMENT 
SUCCESS?—No matter what phase of stock market investing 
or trading you are interested in, this circular lists books to 
fit your individual requirements. 


STOCKS, BONDS, COMMODITIES—Folder explaining trading 
methods, commission charges and commodity units furnished 
on request by a New York Stock Exchange firm. 


ANNUAL FORECAST FOR 1935—Answers 16 vital questions 
on the business and financial outlook. Also, list of 10 stocks 
selected as offering good profit opportunities for 1935. 


INVESTMENT AND SPECULATIVE BULLETIN—Containing 
economic reviews and forecasts; conservative recommenda- 
tions; studies of the technical market position. 


ANSWERING AN IMPORTANT QUESTION—If you really 
want to know what life insurance and annuities can do for 
you you'll appreciate the simple, untechnical answer in a 
booklet issued by one of the largest insurance companies in 
America, 


INVESTMENT HINTS—And other valuable information on 
trading methods is contained in this 24-page booklet published 
by a well-known New York Stock Exchange firm. 


MAKING MONEY IN STOCKS—A straightforward, compre- 
hensive treatise on sound methods to pursue in the purchase 
and sale of listed securities. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1935 1934 
4 Weekly Trade Indicators Jan.19 Jan.12 Jan. 20 
*Crude Oil Production (bbls.)........ 2,531,500 2,538,000 2,294,600 


Steel Output (%of capacity)........ 5% 47.5% 32.5% 
tAutomobile Production (U.S.A.)..... 67,217 59,225 
€ Wholesale Commodity Price Index... ae 79.4 
1935— 
Jan.12 Jan. 5 
§Bank Clearings New York City...... $3,280 $3,511 


§Bank Clearings Outside of N.Y.C.... $1,976 $2,121 
Total car loadings (number of cars)... 553,675 498,073 
Bituminous Coal Production (tons). . 1,275,000 1,429,000 
Financial World Index of Indus- 

64.8 58.2 58.2 


*Daily Average. fAs of beginning of following week. tCram’s 
Report. §000,000 Omitted. ‘Journal of Commerce. 


4 Federal Reserve Reports 


MEMBER BANKS, 91 CITIES 1935 1934 
(000,000 omitted) Jan. 16 Jan.9 Jan. 17 
Loans on Securities—N.Y.C........ $1,465 $1,415 $1,620 
Loans on Sec.—Outside N.Y.C..... 1,605 1,610 1,866 
*Investments—New York City...... 1,274 1,246 1,115 
*Investments—Outside N.Y.C....... 2,152 2,142 1,891 
U. S. Gov’t. securities held...... ax 2,430 2,430 2,431 
Total commercial loans.......... i 4,101 4,113 4,296 
Total net demand deposits......... 13,862 13,665 11,094 
Total time deposits.............00. 4,397 4,397 4,352 
Total brokers’ loans........... ihide 658 618 608 

RESERVE SYSTEM 

Federal Res. Credit Outstanding... . 2,468 2,467 2,645 
Total Money in Circulation.........  §,382 5,420 5,356 


*Other than U. 8. Gov’t Securities. 
4 Dow-jones Common Stock Averages, Closing Figures 


January 
17 18 19 21 22 23 
30 Industrials... 101.92 102.36 102.96 103.35 102.77 102.88 
34.74 34.58 35.14 35.06 34.84 34.59 
20 Utilities. .... 17.36 17.36 17.35 17.51 17.41 17.41 
4 Foreign Exchange 4 Commodity Prices 
1935 1934 1935 1934 
Jan. 22 Jan. 23 Jan. 22 Jan. 23 


Copper (lb.). $0.09 $0.08 
99.25 Cotton (lb.)..  .1265 .115 


Par 
$8.24 England... .$4.88 $5.00 
1.69 Can. Dollar. 99.96 
.58c 


6.63c France..... 6.58 6.27¢ Iron (ton)...20.26 19.26 
8.51 8.38 Rubber (Ib.). .1290 .095 
40.33 Germany. . .40.04 37.93 Sugar (lb.)...  .043 .043 
20.25 Brazilt..... 50 §Wheat (bu.). .974% 90% 
{Export rate. §May futures. _ 


4 Weekly Car Loadings 


Freight car loadings reflect current sectional business conditions. 
Loadings from the 15th to the 15th give a rough indication of earnings 
for the current month. 

Week ended Same 


January 5 week Change 
EASTERN DISTRICT 1935 1933 % 
37,358 37,762 - 1 
Chesapeake & Ohio.............. 24,749 23,995 + 3 
Delaware & Hudson............. 10,176 12,322 - 7 
Delaware, Lackawanna & Western. 13,496 14,387 — 6 
Norfolk & Western.............. 16,718 16,915 -1 
New York, New Haven & Hartford. 19,305 20,424 - 5 
Now York 78,571 80,089 
New York, Chicago & St. Louis.... 10,594 11,165 - 5 
72,927 76,863 5 
23,162 25,235 - 8 
Western Maryland.............. 7,912 7,453 + 6 
SOUTHERN DISTRICT 
Atlantic Coast Line.............. 11,741 11,631 + 1 
23,880 20,956 +14 
Louisville & Nashville............ 19,332 17,996 + 7 
Southern Ry. System............ 26,685 25,625 + 4 
NORTHWEST DISTRICT 
Chicago & Great Western........ 3,955 4,158 - 5 
Chi, Milw.. St. Paul & Pacific.... 20,034 21,116 -— 5 
Chicago & Northwestern......... 23,692 ,284 — 6 
8,892 8,749 + 2 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe..... 19,013 18,957 ieee 
Chicago, Burlington & Quincy.... 17,600 17,603 cane 
Chicago, Rock Island & Pacific.... 14,777 13,662 +8 
Chicago & Eastern Illinois........ 4,211 3,959 + 6 
Denver & Rio Grande Western.... 4,420 3,950 +12 
Southern Pacific System......... 21,606 20,086 + 8 
SOUTHWESTERN DISTRICT 
Kansas City Southern............ 2,718 2,656 + 2 
Missouri-Kansas-Texas........... 6,019 6,414 — 6 
17,829 18,588 —4 
St. Louis-San Francisco.......... 9,040 9,001 pease 
St. Louis-Southwestern........... 3,206 3,301 — 3 


(Compiled from Association of American Railroads figures) 
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